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FOREWORD 


The  Ontario  Task  Force  on  Employment  and  New  Technology,  a  joint 
labour-management  group,  was  established  in  May,  1984,  "to  consider 
and  report  on  the  manpower  and  employment  implications  of  new 
technologies  as  the  same  may  be  introduced  and  applied  in  Ontario 
during  the  next  decade  and  the  extent  and  nature  thereof." 

To  inform  its  discussions,  the  Task  Force  established  a  research 
agenda  designed  to  gather  information  on  employment  and  technological 
change  from  a  wide  variety  of  sources.  The  research  agenda  contained 
projects  which  gathered  information  of  a  historical  nature,  and 
projects  with  a  future  orientation  which  were  designed  to  gather 
information  describing  likely  occupational  and  employment 
implications  associated  with  technological  change  in  the  1985-1995 
period. 

The  Appendices  to  the  Final  Report  of  the  Ontario  Task  Force  on 
Employment  and  New  Technology  contain  reports  of  these  research 
projects.  A  complete  list  of  these  Appendices  may  be  found  at  the 
end  of  this  document. 

Among  the  Appendices  are  reports  of  a  series  of  studies  to  assess  the 
extent  and  nature  of  the  employment  implications  of  new  technology  in 
selected  industries  in  Ontario.  Appendix  3  describes  the  process  by 
which  the  industries  were  selected,  and  contains  the  studies'  terms 
of  reference  which  called  for  particular  attention  to  selected  new 
technologies  and  occupational  groups.  Appendices  4-18  contain 
reports  of  these  industry  studies,  which  were  conducted  by  Currie, 
Coopers  &  Lybrand,  management  consultants. 

This  particular  appendix  contains  a  report  of  the  study  on  the 
Insurance  Industry. 


Dr.  Richard  L.  E.  Brown,  P.Eng. 
Research  Director 
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THE  INSURANCE  INDUSTRY 


PART  I  -  INTRODUCTION  AND  METHODOLOGY 

1.0  INTRODUCTION 


This  report  is  one  of  a  series  of  industry  reports  which  summarize 
the  findings  of  a  major  research  project*  undertaken  for  the  Ontario 
Task  Force  on  Employment  and  New  Technology.  Each  report  includes  a 
historical  analysis  and  an  outlook  to  1995  for  the  industry,  and  a 
review  of  the  anticipated  impacts  of  new  technology  on  employment. 


1.1  Structure  of  This  Report 

This  report  presents  the  study  findings  for  Ontario's  Insurance 
Industry  which  is  covered  by  the  Standard  Industrial 
Classification  (SIC)  7212,  Insurance  Carriers  and  SIC  735, 
Insurance  and  Real  Estate  Agencies.  However,  these  SIC 
categories  do  not  match  the  industry  structure  which  can  be 
classified  into  four  different  businesses.  These  have  been 
grouped  into  three  sections,  on  the  basis  of  the  competitive 
structure  of  the  businesses  and  are  described  in  this  report 
under  the  following  sections: 


Section  I  1.  Life  insurance  and  annuity  (SIC  721). 


Section  II  2. 


Accident  and  Health  insurance  (SIC  721)  and 
Property  and  Casualty  insurance  (SIC  721),  also 
known  as  General  insurance. 


Section  III  3.  Insurance  brokers  and  agents  (part  of  SIC 

735). 


*  Manpower  and  Employment  Implications  of  New  Technologies  in 
Selected  Industries  in  Ontario  to  1995.  The  terms  of  reference  of 
this  assignment  can  be  found  in  Appendix  3  to  the  Task  Force's 
final  report. 

2  1970,  Standard  Industrial  Classification  (SIC),  Statistics  Canada. 
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Because  the  Statistics  Canada  classification  fails  to  distinguish 
these  four  lines  of  business,  the  studies  that  follow  rely 
heavily  on  industry  and  regulatory  agency  data.  Statistics 
Canada  data  is  used  only  to  provide  an  overview  on  some  aspects 
of  the  activities  covered. 

Each  section  includes  four  parts: 

e  The  first  part  (Chapter  1.0)  is  the  Introduction  which 
includes  a  description  of  the  approach  and  methodology. 

t  The  second  part  (Chapter  2.0)  is  a  Historical  Analysis  for 
the  industry  from  1971  to  1984  which  provides  background  and 
a  perspective  on  the  industry's  historical  development. 

•  The  third  part  (Chapters  3.0  to  7.0)  discusses  the  results 
of  the  survey  of  firms  in  the  industry  and  incorporates  the 
interview  findings  with  industry  experts.  These  chapters 
cover: 

a  review  of  recent  and  anticipated  technology 
adoptions, 

the  outlook  for  the  industry  to  1995,  including 
expected  output  and  employment  levels, 

effects  on  employment  of  new  technology  such  as 
anticipated  occupational  shifts  and  changes  in  required 

skill s, 

a  review  of  the  labour  relations  environment  as  it 
relates  to  new  technology,  and 

observations  on  planning  efforts  for  technological 
change  in  the  industry. 


•  Part  four  of  the  report  includes  various  appendices  that 
support  the  text  of  individual  chapters. 


-  3  - 


1.2  Study  Approach 

The  study  approach  selected  incorporates  the  following  research 
techniques: 

•  analysis  of  published  statistics  and  reports  on  the 

industry,  augmented  by  the  working  knowledge  of  industry 
specialists  within  Currie,  Coopers  &  Lybrand, 

0  in-depth  interviews  with  management  and  labour  experts  in 
the  industry,  conducted  at  various  stages  in  the  project, 
using  structured  interview  guides,  and 

0  an  industry  survey. 

The  reasons  for  the  choice  of  these  techniques  are  explained 
below. 

1.2.1  Historical  Analysis 

The  purpose  of  the  historical  analysis  was  to  provide  an 
informed  perspective  on  the  industry  from  which  to  view 
future  trends.  The  historical  analysis  covers:  the 
economic  environment,  competitive  factors,  output  and 
employment  patterns,  productivity,  technology  adoption  and 
the  industrial  relations  environment.  In  order  to  permit 
cross  industry  analysis,  consistent  indicators  and  data 
sources  were  used. 

1.2.2  Expert  Interviews 

At  various  stages  in  the  project,  a  series  of  in-depth 
interviews  were  conducted  with  industry  leaders,  industry 

associations  and  union  representatives.  These  experts 
have  a  broad  understanding  of  the  industry  in  terms  of 
both  its  historical  development  and  its  future  outlook. 
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Their  input  assisted  in  the  preparation  of  the  historical 
analysis  and  in  the  survey  design,  and  facilitated  a 
clearer  interpretation  of  the  survey  results. 

1.2.3  Sample  Survey  ©f  Firms 

The  following  describes  the  key  features  of  the  survey. 

Ontario  firms  in  the  Insurance  Industry  were  identified 
using  various  sources. 1  All  firms  with  fifty  or  more 
employees  were  included  in  the  sample  frame.  Employment 
in  these  firms  is  estimated  to  include  90  percent  of  the 
31,200  employees  (1983)  in  the  Life  Insurance  Industry,  95 
percent  of  the  20,000  employees  (1983)  in  the  General 
Insurance  Industry  and  about  20  percent  of  the  36,715 
employees  (1981)  in  the  Insurance  Brokers  and  Agents 
Industry  in  Ontario. 

A  representative,  random  sample  of  firms,  stratified  by 
employment  size  categories  (see  Appendix  A),  was  chosen 
from  the  sample  frame.  The  senior  executive  officer  of 
each  firm  was  identified  and  a  structured  questionnaire 
was  sent  to  this  individual.  A  copy  of  the  survey 
questionnaire  is  attached  as  Appendix  B,  together  with  an 
outline  of  the  number  of  responses  by  question. 


The  source  for  life  insurance  companies  and  premium  data 
(1981)  was  the  Annual  Report  of  the  Superintendent  of  Insurance 
for  Ontario,  1982,  Ontario  Ministry  of  Consumer  and  Commercial 
Rel ations.  Ontario  based  firms  were  established  through  the 
directory  listing  in  the  May,  1984,  statistical  issue  of  the 
Canadian  Underwriter. 

The  source  for  general  insurance  companies  was  the  Canadian 
Underwriter,  May  1984.  These  data  excluded  accident,  sickness 
and  reassurance  premium  income. 

The  Directory  of  the  Registered  Insurance  Brokers  of  Ontario 
(R1B0)  supplied  a  distribution  of  firms  by  employment  size  for 
insurance  agents  and  brokers  but  was  unable  to  provide 
information  on  firms  by  size.  This  latter  information  was  taken 
from  the  1984  Dun  &  Bradstreet  file. 
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Consultants  provided  ongoing  assistance  to  respondents, 
both  on  the  telephone  and  in  person,  to  complete  the 
questionnaires.  The  questionnaire  survey  process 
generally  ended  with  a  personal  interview.  The  number  of 
firms  who  participated  in  the  sample  survey  are  shown  in 
Table  1. 

In  most  cases,  several  participants  in  each  organization 
contributed  to  the  completion  of  a  questionnaire.  In  the 
Life  Insurance  Industry  survey,  an  average  of  2.2 
participants  contributed  per  questionnaire  and  the 

companies'  principal  participants  had  an  average  of  18 
years'  experience  with  their  firms  and  22  years  in  the 

industry.  In  the  General  Insurance  Industry  Survey,  an 
average  of  1.9  participants  contributed  to  a  firm 
questionnaire  and  the  companies'  principal  participants 
had  an  average  of  24  years'  experience  with  their  firms 
and  27  years  in  the  industry.  In  the  Insurance  Brokers 
and  Agents  survey,  an  average  of  1.4  participants 
contributed  to  a  firm  questionnaire.  The  companies' 
principal  participants  had  an  average  of  15  years' 
experience  with  their  firms  and  19  years  in  the  industry. 

TABLE  1 

INSURANCE  INDUSTRY 

Number  of  Firms  Responding  by  Firm  Employment  Size 


• 

LIFE 

INSURANCE 

GENERAL 

INSURANCE 

INSURANCE  AGENTS 

AND  BROKERS 

Firms  by 
Employment  Size 

Firms 

Firms  in 
Sample 
Frame 

Firms 

Firms  in 
Sample 
Frame 

Firms 

Firms  ii 
Sample 
Frame 

Small  (50-199) 

1 

7 

4 

27 

6 

39 

Medium  (200-999) 

1 

5 

4 

22 

2 

6 

Large  (1,000+) 

4 

14 

0 

2 

0 

0 

Total 

6 

26 

8 

51 

8 

45 
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The  sample  survey  results  have  been  weighted  up  to  the 
number  of  firms  in  the  sample  frame.  That  is,  the  survey 
results  reported  herein  refer  to  the  weighted  survey 
results  and  are,  therefore,  representative  of  firms  with 
annual  premium  income  of  more  than  $10  million  in  both 
Life  and  General  Insurance  and  representative  of  firms 
with  50  or  more  employees  in  Insurance  Brokers  and  Agents 
in  Ontario.  Reliability  of  the  sample  is  estimated  at  95 
percent,  with  a  5  percent  allowable  error,  for  Life 
Insurance,  95  percent  with  a  9  percent  allowable  error  for 
General  Insurance  and  90  percent  with  an  11  percent 
allowable  error  for  Insurance  Brokers  and  Agents.  (See 
Appendix  C  for  an  explanation  of  the  sample  reliability 
calculation  method.) 

Readers  should  be  cautioned  about  the  nature  and 
reliability  of  the  sample  survey  results.  The 
questionnaire  included  a  set  of  questions  asking 
respondents  about  the  future  (i.e.,  five  and  ten  years 
ahead)  from  a  particular  point  in  time.  The  results  are, 
therefore,  a  representative  sample  of  views  about,  and 
expectations  for,  the  future  and  should  not  be  viewed  as 
what  will  necessarily  take  place.  The  survey  provides  a 
useful  perspective  from  which  to  better  understand  how  the 
industry  perceives  the  future  of  new  technology  adoption 
and  its  anticipated  impacts  on  employment. 
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SECTION  I  -  LIFE  INSURANCE 
PART  II  -  HISTORICAL  TRENDS  1971-1984 

2.0  INTRODUCTION 

There  were  127  life  insurance  companies  operating  in  Ontario  in  1981. 
They  received  $3.4  billion  in  direct  premium  income,  about  41  percent 
of  the  total  income  for  Canada  of  these  same  firms.  The  eleven 
largest  firms  noted  in  Table  D.l  account  for  almost  70  percent  of  the 
life  insurance  business  sold  in  Ontario  or  approximately  62  percent 
of  the  activity  in  Canada.  Most  of  these  companies  also  have 
extensive  foreign  operations,  mainly  in  the  United  States,1  and 
several  of  them  are  controlled  by  foreign  parent  companies  in  the 
same  business  (for  example.  Metropolitan  Life  and  Prudential  of 
England).  However,  a  number  of  these  firms  are  mutual  companies 
which  means  that  ownership  is  vested  in  the  policy  holders. 

Life  insurance  companies  in  Ontario  employed  31,200  people  in  1983. 
Ontario  employment  is  larger  than  would  be  required  by  the  volume  of 
business  in  the  province  because  so  many  firms  have  their  national 
head  offices  in  Ontario. 

The  Life  Insurance  Industry's  main  product  line  prior  to  the  1950' s 
was  whole  life  insurance,  a  policy  typically  purchased  by  people  in 
young  or'middle  years.  Through  regular  payments,  it  built  up  an 
asset  base  which  would  provide  income  to  the  beneficiaries  of  the 
insuree.  During  the  1960's  period,  the  industry  began  to  offer  group 
insurance  (to  groups  of  employees,  at  a  lower  cost  than  individual 
policies,  because  the  risk  was  shared)  and  term  insurance  (where  the 
policy  expires  at  the  end  of,  say,  five  years,  and  there  is  no 
opportunity  to  build  up  a  savings  base). 


In  1983,  Canadian  companies  sold  $6  billion  in  life  insurance 
premiums  in  Canada  and  $3.4  billion  in  other  countries. 

Canadian  Life  and  Health  Insurance  Association  "Questions  and 
Answers  on  the  Future  Role  of  Financial  institutions  in  Ontario" 
(Mimeo,  September  19,  1984). 
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Despite  the  addition  of  these  new  types  of  life  insurance,  the 
industry  in  Canada  is  mature,  for  two  reasons: 

•  Life  insurance  has  long  been  a  preferred  savings  vehicle  for  the 
Canadian  public.  At  one  time,  Canadians  carried  more  insurance 
per  capita  than  any  other  nation.  In  recent  years,  they  have 
been  surpassed  by  the  United  States  and  Japan. 

9  With  such  heavy  penetration  of  the  market,  growth  in  life 

insurance  has  been  limited  by  the  increase  in  the  population  and 
in  living  standards.  The  slower  rate  of  population  growth  in 
Canada  means  that  the  potential  number  of  buyers  is  growing  more 
slowly.  In  addition,  the  slower  growth  in  incomes  since  the  mid 
1970 ' s  has  restrained  the  rise  in  the  amount  of  insurance  people 
wish  to  buy  in  order  to  preserve  the  living  standards  of  their 
beneficiaries. 

The  limited  scope  for  growth  in  traditional  lines  of  insurance  has 
encouraged  the  industry  to  diversify  its  product  line  into  other 
savings  vehicles.  The  principal  alternative  product  line  is  the  sale 
of  annuities.  The  individual  deposits  funds  (either  through  regular 
contributions  or  a  lump  sum  deposit)  with  the  company,  and  the 
company  guarantees  a  specific  annual  income  for  a  specific  term  or 
for  life.  In  1981,  annuity  revenues  accounted  for  61  percent  of 
total  direct  premium  income  received  by  the  industry  in  Ontario,  up 
from  31  percent  in  1971.  Also,  during  the  1970's,  life  insurers 
began  to  offer  investment  vehicles  designed  to  meet  the  needs  of 
individuals  saving  for  their  retirement.  However,  looking  back  on 
that  period  now,  a  number  of  industry  spokesmen  state  that  the 
industry  has  been  slow  to  keep  pace  with  the  rapid  changes  in 
financial  markets. 1  This  is  partly  a  function  of  the  conservative 
traditions  of  the  industry  and  careful  regulation  of  its  investment 
options.  The  nature  of  its  business  has  been  to  offer  long  term 
financial  security  for  the  individual.  Success  was  determined  by 


.  "Overcapacity  seen  at  root  of  life  insurers'  problems",  Globe 
&  Mail,  November  14,  1984. 
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accurate  assessment  of  actuarial  risks,  careful  selection  of  the 
insuree,  and  conservative  management  of  cash  flow  aimed  at  the  long 
term  protection  of  capital. 

The  industry  invests  heavily  in  bonds  and  its  exposure  to  equities 
and  short  term  money  market  securities  is  carefully  regulated  by  the 
federal  and  provincial  Superintendents  of  Insurance.  The  whole 
culture  of  the  industry  rests  on  caution  and  avoidance  of  excessive 
risk.  Marketing  systems  are  also  low  keyed.  Most  life  insurance  is 
sold  through  direct  sales  by  agents  who  are  tied  in  varying  degrees 
to  the  insuring  company. 

Until  the  late  1960's,  the  Life  Insurance  Industry  also  sold  health 
insurance,  but  the  introduction  of  national  hospital  insurance  in 
1958,  followed  later  by  medicare,  eliminated  much  of  the  need  for 
this  kind  of  insurance.  The  life  companies  still  sell  about  $891,000 
in  health  and  accident  insurance  premiums  in  Ontario  but  this  side 
of  the  business  -  quite  different  from  life  insurance  -  is  discussed 
in  Section  II  on  General  Insurance. 

2.1  The  Market  Environment 


The  Life  Insurance  Industry's  conservative  traditions  have  been 
seriously  shaken  over  the  past  decade  by  the  appearance  of  strong 
competition  from  other  financial  institutions  for  a  share  of  the 
savers'  dollar  and  dramatic  changes  in  the  way  financial  markets 
function.  The  key  elements  in  this  change  in  the  market 
environment  have  been: 

1.  Maturing  of  the  market  for  life  insurance  per  se,  which 
forced  the  industry  to  offer  other  savings  vehicles. 

2.  Changing  needs  and  preferences  of  the  individual.  The 
inflation  experience  of  the  1 970 ' s  made  Canadians  much  more 
aggressive  in  demanding  high  rates  of  return  on  their 
savings  and  encouraged  them  to  choose  shorter  term  and  more 
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flexible  savings  vehicles  than  those  offered  by  life 
insurers.  Many  Canadians  also  decided  they  had  the  time  and 
skills  to  manage  their  own  portfolio  and  therefore  turned 
less  of  their  savings  over  to  the  life  insurance  industry. 

3.  The  impact  of  technology  on  internal  operations  and  on  the 
financial  markets  generally.  The  internal  functions  of  the 
life  insurer  have  been  altered  by  computerization  of 
actuarial  estimates  and  of  insurance  policy  information,  and 
by  the  introduction  of  electronic  conmunication  of  data 
within  the  company.  This  has  enabled  the  companies  to 
increase  their  capacity  to  administer  and  distribute 
insurance  products  and  to  create  the  scope  for  introducing 
new  products.  At  the  same  time,  the  introduction  of 
electronic  funds  transfer  and  the  computerization  of  the 
operations  of  other  financial  institutions  has  unleashed 
similar  forces  in  the  banks  and  trust  companies.  Finally, 
because  Canadian  financial  institutions  and  markets  have 
close  ties  with  those  in  the  United  States,  there  has  been  a 
spillover  of  technological  developments  from  south  of  the 
border.  All  of  these  changes  have  put  financial  markets  in 
a  state  of  turmoil  for  two  reasons: 

•  The  technological  change  enhances  the  capacity  of  each 
company  and  each  industry  to  provide  financial 
services. 

•  Technological  change  also  blurs  the  distinctions 
between  institutional  roles  and  between  financial 
products. 

The  net  effect  is  a  significant  increase  in  competition  for 
a  share  of  the  individual's  savings  dollar,  and  major 
strains  on  the  regulatory  framework  intended  to  monitor  the 
activities  of  financial  institutions  (see  the  next 
section) . 
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2.1.1  The  New  Competition 

Life  insurers  face  more  competition  not  only  from  banks, 
trust  companies  and  credit  unions,  but  even  from  the 
federal  government.  Banks  and  trust  companies  now  offer 
such  products  as  term  deposits  with  high  yields,  daily 
interest  on  ordinary  deposits,  and  registered  retirement 
savings  plans  (RRSPs).  The  mutual  fund  industry  offers 
opportunities  for  high  yields  and  a  more  "go-go"  image. 

The  federal  government  has  captured  a  growing  share  of 
personal  savings  through  Canada  Savings  Bonds  and  Treasury 
Bills  that  are  specifically  packaged  to  offer  the 
individual  saver  high  yields  and  good  security. 

This  competition  is  documented  in  Table  D.2,  which  shows 
the  share  of  personal  savings  of  each  of  the  major 
institutions.  The  life  insurance  share  has  dropped  from 
13.7  percent  in  1976  to  11.9  percent  in  1983.  At  the  same 
time,  the  Life  Insurance  Industry's  share  of  the  Canadian 
assets  of  major  savings  type  institutions  in  Canada  has 
dropped  from  21.4  percent  in  1971  to  14.5  percent  in 
1983.1  The  volume  of  business  of  life  insurers  has  grown 
substantially  since  1971,  but  other  financial  institutions 
have  grown  even  faster  because  as  competition  for  savings 
increased,  the  Life  Insurance  Industry  faced  two 
disadvantages:  Its  retail  interface  with  the  consumer 
depends  on  personal  agents  rather  than  the  branch  outlets 
of  other  constitutions;  and  its  culture  emphasized  long 
term  security  rather  than  short  term  performance. 

2.1.2  The  Regulatory  Framework 

The  regulatory  framework  for  financial  markets  in  Canada 
has  been  based  on  the  principle  of  segregation  of 
institutions  into  the  four  main  "pillars"  -  banks,  trust 
companies,  life  insurers  and  investment  dealers.  Each  one 


1.  Canada  Review,  various  tables. 
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conducts  operations  involving  different  notions  of  risk, 
pricing  and  leverage.  The  regulations  are  intended  to 
ensure  that  the  firms  are  solvent,  and  thus  to  defend  the 
integrity  of  the  financial  system.  Over  time,  the  strict 
regulation  of  markets  has  been  softened  by  legislative 
changes  intended  to  encourage  competition  and  thus  to 
give  the  customer  a  better  deal  -  more  service  at  a  lower 
cost.  Trust  companies  were  allowed  to  get  into  retail 
deposit- taking  in  competition  with  the  banks,  and  life 
insurers  were  permitted  to  set  up  segregated  funds  to 
compete  with  performance-oriented  savings  vehicles. 

The  other  major  change  in  regulation  has  been  to  allow 
companies  to  set  up  holding  companies  which  create  a 
vehicle  for  cross-ownership  of  institutions.  The 
ownership  of  banks  is  still  strictly  limited,  although  the 
federal  government  has  proposed  changes  in  legislation 
that  would  enable  financial  holding  companies  to  enter  the 
banking  industry.  Life  insurers,  for  example,  can  form 
ancillary  companies  that  can  buy  a  trust  or  general 
insurance  company,  even  though  the  life  insurance  company 
itself  is  not  permitted  to  provide  trust  or  general 
insurance  services.  Table  D.3  provides  some  examples  of 
how  some  of  the  largest  and  most  aggressive  financial 
institutions  have  begun  to  build  interlocking  corporate 
ties  that  connect  the  four  pillars.  By  maintaining 
separate  companies  in  each  "pillar",  regulation  can 
continue  in  the  old  way,  but  the  cross-ownership  creates 
the  potential  for  convergence  of  the  product  line. 

The  concept  that  lies  behind  this  convergence  is  the 
"financial  supermarket"  -  one  stop  shopping  for  the 
individual  who  may  need  advice  on  insurance,  pensions,  tax 
planning  and  short  term  investment  strategies.  Obviously, 
some  very  large  companies  are  positioning  themselves  to 
provide  these  comprehensive  services.  But  there  are  many 
observers  who  question  the  viability  of  the  concept  for 
very  practical  reasons. 
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•  It  is  difficult  to  train  a  sales  force  to  handle  the 
complex  array  of  saving  and  investment  choices  now 
open  to  the  public.  This  complexity  demands  a 
certain  amount  of  specialization. 

•  There  are  inherent  contradictions  in  the  preferred 
market  for  certain  types  of  savings  vehicles.  The 
ideal  candidate  for  life  insurance  -  a  young  person 
with  few  financial  responsibilities  -  is  considered 
to  be  the  highest  risk  candidate  for  automobile 
insurance,  to  take  only  one  example. 

Nevertheless,  the  Life  Insurance  Industry  is  being  swept 
along  by  the  popularity  of  the  financial  supermarket 
concept  and  is  under  strong  pressure  to  shed  its 
conservative  traditions  and  enrich  the  range  and 
flexibility  of  products  it  offers  to  the  public. 

2.2  Industry  Trends 

Tables  D.4  to  D.7  present  key  industry  indicators  for  the  years 

1971  to  1981. 

2.2.1  Aggregate  Output 

The  output  indicators  available  for  the  insurance  industry 
are  not  satisfactory.  The  main  problem  is  that  neither 
Statistics  Canada  nor  the  industry  associations  have  been 
able  to  construct  a  price  index  for  this  sector. 

Statistics  Canada  does  provide  an  implicit  price  deflator 
for  insurance  carriers  in  its  gross  domestic  product 
series,  but  this  deflator  is  a  residual  which  follows  an 
erratic  pattern  for  the  period  1971  to  1983.  Statistics 
Canada  measures  current  dollar  output  in  the  industry  as  a 
weighted  average  of  premiums  written  and  insurance  under 
administration.  It  then  uses  a  formula  based  on  the 
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average  cost  of  performing  each  type  of  business  (life 
insurance,  annuities,  property  and  casualty  insurance)  in 
1971.  This  formula  is  based  on  average  costs  in  1971  but 
has  not  been  updated  to  reflect  changes  in  the  cost  of 
doing  business,  even  though  costs  in  this  sector  have 
probably  declined  over  the  period  1971  to  1983,  and  some 
types  of  general  insurance  have  been  subject  to  intense 
price  competition.  The  implicit  price  deflator  rose  at  an 
annual  average  rate  of  6.7  percent  per  year  between  1971 
and  1978,  but  then  fell  sharply  from  1979  to  1982.  The 
average  increase  from  1971  to  1983  was  1.5  percent  per 
year.l  The  swings  in  this  deflator  are  in  tune  with  the 
cycles  in  the  industry,  but  the  dramatic  movements  from 
year  to  year  are  difficult  to  explain. 

A  second  problem  with  the  Statistics  Canada  data  is  that 
it  aggregates  the  life  and  general  insurance  business  into 
one  measure  of  output  for  insurance  carriers.  To  get 
around  both  these  problems,  we  will  be  presenting  industry 
data  from  industry  sources  in  current  dollars  only.  We 
therefore  begin  this  section  with  a  word  of  caution  about 
the  quality  of  the  data.  Table  D.4  provides  indicators  in 
current  dollars  for  specific  lines  of  business  of  the  Life 
Insurance  Industry  (excluding  accident  and  health 
insurance).  The  information  is  available  only  until 
1981. 

Life  insurance  premiums  written  in  Ontario  in  1981 
amounted  to  $1.3  billion  in  1981.  They  increased  at  an 
average  annual  rate  of  7.9  percent  between  1971  and  1981. 
Activity  increased  in  every  year  of  the  decade  with  the 
strongest  gains  occurring  in  1975  and  1976. 

1.  The  only  other  measure  of  prices  is  the  consumer  price  index 
for  home  owners'  insurance  premiums.  This  index  rose  at  an 
average  rate  of  14.6  percent  per  year  from  1971  to  1983. 
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Sales  of  annuities  (direct  considerations)  amounted  to 
$2.1  billion  in  1981.  They  increased  by  22  percent  per 
year  from  1971  to  1981.  The  strongest  gains  occurred  in 
1975  and  1976  and  in  1980  and  1981. 

This  pattern  was  disrupted  after  1981  by  a  change  in  the 
tax  system  that  eliminated  tax  advantages  for  certain 
types  of  annuities.  Since  1982,  annuity  activity  has 
picked  up  again,  although  growth  has  been  sluggish  because 
of  competition  from  other  types  of  retirement  saving, 
especially  RRSP's. 


EXHIBIT  1 


1971  1972  1979  1974  197S  1979  1977  1979  1979  I960  1981  1982  1989  1984 


Total  direct  premiums  for  life  insurance  and  annuities 
combined  amounted  to  $3.4  billion  in  1981.  They  increased 
at  an  annual  average  rate  of  14.1  percent  over  the  period 
1971  to  1981. 

The  lack  of  an  adequate  deflator  makes  it  difficult  to 
assess  the  underlying  trends  in  industry  activity.  Some 
further  insights  are  revealed  by  the  data  presented  in  the 
next  sub-section. 
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2.2.2  Competitive  Position 

There  are  two  ways  of  examining  the  Life  Insurance 
Industry's  competitive  position.  One  is  output  per 
worker,  and  the  other  is  share  of  the  personal  savings 
dollar. 

Output  per  worker  in  Table  D.5  is  calculated  from 
Statistics  Canada's  gross  domestic  product  in  constant 
dollars  and  employment  data  from  the  Employment  Earnings 
and  Hours  Survey.  The  data  are  for  Canada  and  for 
insurance  carriers  (which  includes  both  life  and  general 
insurance) .  This  series  may  actually  understate  the 
efficiency  gains  in  the  insurance  sector  because  the 
method  of  calculation  does  not  take  into  account  the 
changes  in  unit  cost  since  1971.  Table  D.5  shows  that 
output  per  worker  increased  dramatically  over  the  period 
1971  to  1983,  but  that  the  big  gains  occurred  in  two  waves 
-  first  in  1972=1973  and  then  in  1981  (see  Exhibit  2). 

EXHIBIT  2 


1971  1972  1973  1974  197B  1979  1977  1979  1979  1990  1991  1992  INS  1984 


Employment  in  life  and  general  insurance  combined  actually 
declined  in  1972  and  1973,  in  1980  and  in  1983  and  1984. 
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Interviews  with  industry  experts  suggest  that  these  sharp 
increases  in  value  added  per  worker  correspond  with  the 
periods  when  the  industry  was  adapting  to  new 
technologies.  Annual  reports  of  the  Superintendent  of 
Insurance  for  Ontario  indicate  that  employment  in  life 
insurance  in  Ontario  declined  in  1972,  in  1977  and  1978 
and  again  in  1983,  suggesting  that  the  timing  of  life 
insurance  adjustment  to  technologies  was  different  from 
that  of  the  life  and  general  industries  combined. 

The  second  measure  of  competitive  position  is  the  share  of 
the  personal  savings  dollar,  defined  in  its  broadest  sense 
and  presented  in  Table  D.2.  This  is  a  measure  of  the  life 
insurance  industry's  performance  vis-a-vis  that  of  other 
financial  institutions.  Total  personal  savings  in  Canada 
in  1983  amounted  to  $375  billion,  up  from  $150  billion  in 
1976,  the  first  year  that  Statistics  Canada  collected  the 
data  in  this  format.  Total  savings  increased  at  an 
average  annual  rate  of  14  percent  from  1976  to  1983,  but 
the  Life  Insurance  Industry's  savings  under  administration 
increased  by  11.7  percent.  Accordingly,  life  insurers' 
share  of  total  savings  dropped  by  almost  two  percentage 
points  from  13.7  percent  in  1976  to  11.7  percent  in  1982 
and  then  made  a  modest  recovery  to  11.9  percent  in  1983. 

2.2.3  Capital  Investment 

The  insurance  industry  is  not  heavily  committed  to  fixed 
assets  so  capital  spending  is  low  in  relation  to  the  total 
asset  base.1  Construction  is  mainly  devoted  to  providing 
office  space  for  employees  while  machinery  and  equipment 
is  primarily  office  equipment,  including  computer  and 
communication  systems.  Over  time,  the  mix  between 
construction  and  equipment  is  shifting,  as  the  recent 
declines  in  total  employment  have  reduced  the  need  for 


1  The  data  reported  here  exclude  real  estate  developers. 
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office  space,  while  changes  in  technology  have  increased 
the  need  to  add  or  replace  office  equipment. 

The  data  for  investment  is  available  only  for  insurance, 
trust  and  loan  companies  in  Canada  and  Ontario.  Total 
capital  expenditures  planned  for  1984  in  Ontario  were  $127 
million  in  current  dollars.  This  total  was  divided  evenly 
between  construction  and  machinery  and  equipment  spending 
(Table  D.6),  and  it  accounted  for  65  percent  of  total 
spending  planned  for  Canada  in  1984. 

EXHIBIT  3 


1878  1878  1880  1881  1882  1883  1884 


In  constant  dollar  terms  (Table  D.7),  capital  outlays  in 
Ontario  (available  only  since  1978)  have  fluctuated 
between  a  low  of  $35  million  in  1979  and  a  high  of  $44 
million  in  1983  and  1984.  The  drop  in  1979  was  caused  by 
a  decline  in  machinery  and  equipment  outlays,  while  the 
decline  in  1981  was  caused  by  a  drop  in  construction 
activity. 
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EXHIBIT  4 
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The  longer  term  trends  are  only  available  for  Canada. 
Construction  outlays  peaked  in  1978  (in  constant  dollars) 
and  have  declined  since  to  the  levels  typical  of  the  first 
half  of  the  1970's.  Machinery  and  equipment  spending  was 
especially  strong  from  1976  to  1979.  It  slumped  from  1980 
to  1982,  but  then  rose  to  a  new  peak  in  1983.  The  volume 
of  spending  in  Ontario  since  1978  has  been  much  more 
stable  than  that  for  Canada. 

2.2.4  Employment 

The  discussion  of  employment  includes  an  analysis  of 
aggregate  trends  and  occupational  changes. 

•  Aggregate  Trends 


EXHIBIT  5 
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Total  employment  for  Canada  in  SIC  721,  insurance 
carriers  (life  and  general  insurance)  declined  in 
1983  and  1984  to  92,000  people,  down  from  a  peak  of 
99,000  in  1982  (see  Table  D.5).  Employment  increased 
at  an  average  annual  rate  of  1.1  percent  from  1971  to 
1984.  The  rate  of  increase  from  1971  to  1981  was 
somewhat  stronger  -  1.6  percent  per  year. 

Employment  declined  in  1972  and  1973,  gained  in  the 
middle  part  of  the  decade,  and  then  in  1977  and  1978, 
it  grew  by  well  over  8  percent  per  year.  Then  the 
rate  of  increase  flattened  in  1979  and  employment 
declined  in  1980.  The  declines  in  the  early  part  of 
the  1970 's  were  associated  with  a  cutback  in 
operations  by  some  firms  in  general  insurance  and  the 
introduction  of  new  technologies.  The  declines  in 
1983  and  1984  were  also  associated  with  technological 
change  and  with  the  failure  of  five  small  general 
insurance  companies. 

Employment  in  the  life  insurance  sector  in  Ontario 
grew  more  quickly  than  the  series  for  insurance 
carriers  in  Canada.  It  also  followed  a  more  stable 
growth  track.  This  is  probably  due  to  the  high 
proportion  of  head  offices  located  in  Ontario  and  the 
fact  that  some  companies  (such  as  Sun  Life,  the 
largest  in  Canada)  have  moved  their  head  offices  from 
Quebec  to  Ontario  since  1971.  Total  employment  in 
Ontario  increased  from  24,520  in  1971  to  31,200  in 
1983,  an  average  annual  gain  of  2  percent 
(Table  D.4).  Employment  actually  dropped  in  1972, 
rose  slowly  from  1973  to  1975,  then  dropped  again  in 
1976  and  1977.  It  rose  quickly  from  1978  to  1981, 
but  there  was  little  change  in  1982  and  a  sharp  3 
percent  decline  in  1983. 
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•  Occupational  Changes 

EXHIBIT  6 
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Census  data  for  Ontario  presented  in  Table  D.8  show 
that  total  employment  for  the  life  and  general 
insurance  industries  increased  at  an  average  annual 
rate  of  3.2  percent  over  the  1971  to  1981  period. 
Positions  in  the  Clerical  occupations  increased  by 
2.0  percent,  the  lowest  average  annual  rate  of  the 
four  major  categories.  The  highest  average  annual 
rate  of  increase  was  in  the  Natural  Sciences, 
Engineering  and  Mathematics  group.  The  proportion  of 
both  Clerical  and  Sales  workers  decreased  in  the  1971 
to  1981  period,  from  52  to  47  percent  and  31  to  30 
percent  of  total  employment  in  SIC  721, 
respectively.  The  Other  category,  accounting  for 
less  than  5  percent  of  total  employment  in  1981,  was 
made  up  of  a  variety  of  occupations  including  artists 
and  service-related  positions. 
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Analysis  at  the  more  detailed  occupational  level  in 
Table  D.8  indicates  that  financial  managers  and 
systems  analysts  were  the  two  occupations  which 
showed  the  strongest  growth  from  1971  to  1981.  Both 
groups  experienced  average  annual  rates  of  growth  in 
numbers  employed  of  over  10  percent  during  the 
decade.  Meanwhile,  the  number  of  clerical  and  other 
supervisors,  and  typists  and  clerk-typists  declined 
between  1971  and  1981. 

The  analysis  by  female  representation  shown  in  Table 
D.9  indicates  a  considerable  increase  from  53.1  to 
61.4  percent  in  the  proportion  of  females  working  in 
the  insurance  industry  between  1971  and  1981.  The 
major  occupations  contributing  to  this  growth  were 
insurance  salespersons  and  agents  and  insurance  and 
finance  clerks.  Declines  in  the  number  of  jobs  for 
females  occurred  in  the  typist  and  clerk-typist  and 
other  clerical  and  related  supervisor  occupations. 
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PART  III  -  FUTURE  TRENDS:  THE  SURVEY  RESULTS 


Part  III  of  this  study  presents  the  survey  results  which  discuss  the 
firms'  surveyed  opinions  as  to  future  trends  in  technological 
adoption  and  employment  impacts. 

3.0  ADOPTION  OF  NEW  TECHNOLOGY 

This  chapter  reviews  the  expected  trends  in  the  adoption  of  new 
technologies  in  the  Life  Insurance  Industry  and  the  factors  driving 
the  need  for  and  affecting  the  rate  of  technology  adoption. 

3.1  New  Technologies  and  Rates  of  Adoption 

The  Life  Insurance  Industry  has  undergone  two  pronounced  waves  of 
technological  change;  the  first  was  in  the  early  1970's  and  the 
second  was  in  the  early  1980* s.  The  earliest  reported  use  of  a 
computer  in  the  industry  was  in  1956  at  Manufacturers'  Life,  and 
this  was  actually  one  of  the  earliest  uses  of  computers  in  the 
industry  in  Canada. 1  By  1960,  11  computers  were  in  use  in  seven 
Canadian  companies.  By  1969,  12  percent  of  the  insurance 
industry  (both  life  and  general  insurance)  had  adopted  computers, 
although  life  companies  were  well  ahead  of  general  insurers  at 
that  time.  About  half  of  the  computer  applications  were  in 
bookkeeping  activities  -  accounts  receivable  and  payable, 
customer  billing  and  payroll  functions.  By  1965,  the  computers 
were  also  doing  large  volume  record  keeping  and  were  being  used 
for  management  control  and  policy  development  work.  Some  early 
network  systems  were  also  put  in  place  in  the  mid  1960's,  where 
data  transmission  was  used  to  transmit  inquiries  about  policy 
status,  requests  for  payment  of  claims  from  field  to  head  office 
payment  centres,  and  premium  payment  information  used  to  update 
home  office  policy  records.  By  that  time,  computers  were  in 

1.  The  information  on  the  penetration  of  computers  is  extracted  from 
Steven  Globerman,  The  Adoption  of  Computer  Technology  by 
Insurance  Companies  ( Economic  council  of  Canada,  iy»4).  The  most 
recent  data  cited  in  the  study  are  for  1977. 
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extensive  use  across  the  industry.  The  implications  of  the 
applications  of  computers  were  as  follows: 

»  A  sharp  increase  in  the  capacity  of  the  firm  to  manage  paper 
work.  Processing  costs  were  reduced  and,  over  time,  the 
number  of  employees  in  clerical  functions  was  scaled  back, 
although  there  was  a  long  lag  between  the  introduction  of 
computer  systems  and  the  drop  in  employment.  The  increase 
in  capacity  led  to  more  intense  competition  for  life 
insurance  sales. 

§  Facilitation  of  centralization  of  clerical  functions  at  the 
head  office,  with  regions  and  agents  offices  linking  into 

the  central  data  processing  system. 

But  Steven  Globerman  argues  that  there  was  no  clear  advantage  to 
very  large  companies.  Computers  created  major  efficiency  gains 
for  medium  sized  and  large  companies,  but,  for  firms  with  over 
$500  million  in  premium  income,  unit  data  processing  costs 
started  to  rise.*  Small  companies  were  at  a  disadvantage  because 
there  was  a  long  lag  before  the  computer  systems  were  scaled  down 
to  a  size  that  suited  their  operations. 

The  second  wave  of  technological  change  has  been  the  dramatic 
increase  in  the  availability  and  efficiency  of  data 
communications  systems.  The  earliest  "realtime"  networks  were 
put  in  place  in  1973  and  1974,  according  to  Globerman,  but  their 
big  impact  on  the  industry  appears  to  have  taken  place  since 
1980.  These  communication  systems  have  augmented  efficiency  by 
reducing  data  processing  costs  and  have  also  promoted 
centralization  of  the  firm's  activities  in  head  office. 

A  third  wave,  which  is  just  beginning  in  the  United  States  and 
will  soon  have  an  impact  on  Canada,  is  the  integrated  work 
station  which  links  computer,  communications  and  office 
automation  systems.  Experiments  in  the  United  States  have 

x.  Ibid,  p.  23 
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created  successful  integrated  work  stations  for  four  different 
functions:  clerical,  sales,  professional  and  management.1 

The  driving  force  behind  the  adoption  of  the  technologies  in  the 

past  has  been  the  desire  to  reduce  operating  costs.  Much  of  the 

cost  saving  has  been  passed  along  to  the  customer  as  a  result  of 
price  competition  among  insurance  companies. 

In  the  1980 1 s  and  the  1990 's,  the  pressure  to  adopt  new 
technologies  will  also  include  the  desire  to  make  use  of  them  in 

order  to  generate  new  products  or  to  achieve  qualitative 

improvements  in  services  offered  in  the  marketplace  in  order  to 
compete  with  other  financial  institutions  for  a  share  of  the 
personal  savings  dollar. 

The  pace  of  technological  change  will  continue  strongly  through 
the  early  1990's  for  all  the  technologies.  Table  2  summarizes 
the  percentage  of  firms  who  have  adopted  new  technologies  before 
1985,  or  will  by  1990,  or  will  after  1990  and  before  1995.  The 
following  provides  observations  on  the  survey  findings. 

In  general,  the  large  companies  adopt  new  technologies  ahead  of 
their  small  and  medium  sized  competitors.  But  all  of  the  firms 
in  the  industry  are  advanced  in  the  use  of  office  automation 
technologies. 

3.1.1  Customer  Sales  and  Service  Technologies 

Life  insurance  companies  are  already  making  widespread  use 
of  on-line  policy/client  data  bases  and  electronic  claims 
processing  systems.  By  1990,  many  firms  expect  to  adopt 
computerized  insurance  needs  analysis  and  brokerage 
management  systems.  On-line  terminals  for  group  insurance 
companies  are  planned  for  adoption  by  almost  all 
companies.  A  good  portion  of  the  large  firms  and  all  of 


Bruce  J.  Goodman,  "Integrating  Information  Systems  and  Office 
Automation,"  Best's  Review,  March,  1984,  p.  92. 


-  TABLE  2:  LIFE  INSURANCE 

Results  of 

Question  3  Percent  of  Firms  Planning  to  Adopt  New  Technologies  by  Employment  Size 
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the  medium  sized  firms  now  use  computerized  contract 
generation  and  the  small  firms  expect  to  follow  by  1990. 

3.1.2  Office  Automation  Technologies 

Word  processing  and  micro  computers  are  already 
extensively  used  in  the  industry.  Internal  base 
management  systems  are  planned  for  adoption  by  all  the 
companies  of  all  sizes,  over  the  next  five  years.  Large 
firms  have  taken  the  lead  in  adopting  4th  generation 
computer  languages.  However,  both  the  small  and  medium 
firms  expect  to  acquire  these  systems  before  1990. 
Electronic  filing,  local  area  networks,  integrated  work 
stations  and  computerized  decision  support  systems  will 
all  be  widely  used  by  1990.  Voice  activated  computers  and 
artificial  intelligence  will  be  in  extensive  use  in  the 
industry  by  1995. 

3.1.3  Telecommunications  Technologies 

The  small  and  medium  sized  firms  have  already  invested  in 
private  automatic  branch  exchange  and  the  large  firms 
expect  to  catch  up  by  1990.  Electronic  mail  is 
anticipated  to  be  used  by  companies  of  all  sizes,  by  1990. 
FAX  systems  are  not  extensively  used,  and  further  adoption 
plans  are  spread  over  the  next  ten  years.  Voice  mail, 
satellite/microwave  systems,  video  conferencing  and  fibre 
optics  are  not  presently  used,  and  firms  vary  in  their 
plans  for  adoption  by  1995. 

3.2  Forces  Driving  the  Need  to  Adopt  New  Technology 

A  few  key  forces  are  driving  the  industry  to  adopt  new 
technologies.  Table  3  summarizes  the  results  of  the  survey.  The 
most  important  factors  are: 
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-  TABLE  3:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  4  Most  Important  Factors  Driving  the  Need 

-  to  Adopt  New  Technologies 


Factor 

COMPETITIVE 

PRESSURES 

First 

Second 

Third 

Weighted 

(1) 

Importance 

STRATEGIC 

First 

Second 

Third 

Weighted 

Importance 

CUSTOMER 

DEMANDS  FOR 
CHANGES 

First 

Second 

Third 

Weighted 

Importance 

INCREASE 

QUALITY 

First 

Second 

Third 

Weighted 

Importance 

INCREASE 

PRODUCTIVITY 

First 

Second 

Third 

Weighted 

Importance 

LOWER  COSTS 

First 

Second 

Third 

Weighted 

Importance 

ENTER  NEW 
MARKETS/ 

GROWTH 

First 

Second 

Third 

Weighted 

Importance 

(1)  Weighted  Importance  =  (First  %  x  3) 


Percent  of  Firms  by  Employment  Size 


Small 

Medium 

Large 

Total 

50-199) 

(200-999) 

( 1000+) 

Firms 

0 

100 

50 

49 

0 

0 

0 

0 

0 

0 

25 

21 

0.0 

3.0 

CO 

rH 

1.7 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

25 

21 

0.0 

o 

o 

0.3 

0.2 

100 

0 

0 

10 

0 

0 

50 

41 

0 

0 

0 

0 

3.0 

o 

o 

1.0 

1 .  1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

100 

25 

28 

0.0 

1.0 

0.3 

0.3 

0 

0 

0 

0 

100 

100 

25 

38 

0 

0 

25 

21 

2.0 

2.0 

0.8 

1.0 

0 

0 

25 

21 

0 

0 

0 

0 

0 

0 

0 

0 

0.0 

0.0 

0.8 

0.6 

0 

0 

25 

21 

0 

0 

25 

21 

0 

0 

0 

0 

o 

o 

o 

o 

1.3 

1.0 

(Second  %  x 

2)  +  (Third 

%  x  1) 

29 


Results  of 
Question  5 

TABLE  4:  LIFE  INSURANCE 

Most  Important  Factors  that  Could  Slow  the 
of  New  Technology  Adoption 

Rate 

SIC  721 

Percent  of  Firms  by 

Employment 

Size 

Factor 

Small  Medium 

(50-199)  (200-999) 

Large 

(1000+) 

Total 

Firms 

ABILITY  TO 

First 

0 

0 

0 

0 

FINANCE 

Second 

0 

100 

25 

28 

Third  (1) 

0 

0 

0 

0 

Weighted  Importance 

0.0 

2.0 

0.5 

0.6 

COST  OF  NEW 

First 

100 

100 

50 

59 

TECHNOLOGY 

Second 

0 

0 

0 

0 

Third 

0 

0 

0 

0 

Weighted  Importance 

3.0 

3.0 

1.5 

1.8 

COMPETITIVE 

First 

0 

0 

0 

0 

ENVIRONMENT 

Second 

0 

0 

0 

0 

Third 

0 

0 

25 

21 

Weighted  Importance 

0.0 

0.0 

0.3 

0.2 

LACK  OF  SKILLS 

First 

0 

0 

0 

0 

AND/OR  KNOW-HOW 

Second 

100 

0 

50 

52 

TO  IMPLEMENT 

Third 

0 

0 

0 

0 

Weighted  Importance 

2.0 

0.0 

1.0 

1.0 

UNWILLINGNESS 

First 

0 

0 

25 

21 

TO  CHANGE 

Second 

0 

0 

0 

0 

Third 

0 

100 

0 

7 

Weighted  Importance 

0.0 

1.0 

0.8 

0.7 

ALL  OTHERS 

First 

0 

0 

25 

21 

Second 

0 

0 

0 

0 

Third 

0 

0 

0 

0 

Weighted  Importance 

0.0 

0.0 

0.8 

0.6 

(1)  Weighted  Importance  =  (First  %  x  3)  + 

(Second  %  x 

2)  +  (Third 

%  x  1) 
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•  Competitive  pressures.  These  pressures  include  the  excess 
capacity  in  the  Life  Insurance  Industry  and  the  slow 
growing  domestic  market.  This  factor  was  ranked  first  by 
both  large  and  medium  sized  companies.  It  was  not  mentioned 
by  small  companies. 

•  Customer  demands  for  changes.  This  was  ranked  first  by  all 
the  small  companies. 

t  Increase  productivity.  The  industry  recognized  the  need  to 
gain  greater  control  over  the  paper  flow.  This  was  ranked 
second  or  third  by  all  the  respondents  to  the  survey. 

3.3  Factors  that  Could  Slow  the  Rate  of  Technology  Adoption 

The  survey  participants  identified  the  single  most  important 
factor  that  could  slow  the  rate  of  technology  adoption  as  the 
cost  of  new  technology.  This  was  ranked  first  by  all  sizes  of 
firm. 

The  second  most  commonly  cited  factor  that  could  slow  adoption  of 
technology  is  the  lack  of  skills  and/or  know-how  to  implement. 
This  reflects  the  difficulty  insurance  companies  face  in 
retraining  staff  with  long  service  to  use  the  new  technologies. 
Both  small  and  large  firms  ranked  this  second,  while  medium  sized 
firms  gave  third  ranking  to  a  related  problem  -  unwillingness  to 
change.  Table  4,  summarizes  the  results  of  the  survey. 
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4.0  INDUSTRY  OUTLOOK  TO  1995 

This  chapter  reviews  the  anticipated  outlook  for  the  Life  Insurance 
Industry  in  terms  of  aggregate  output  (i.e.,  premiums  written  in 
Ontario),  investment  plans,  aggregate  employment  and  changes  in 
occupational  structure  to  1995. 


4.1  Output  to  1995 

Life  insurance  premiums  written  increased  by  7.5  percent  in  1983 
in  current  dollars  and  by  9  percent  in  1984.  This  compares  with 
an  average  annual  increase  of  7.9  percent  from  1971  to  1981.  In 
1985,  the  respondents  are  expecting  another  year  of  9  percent 
growth.  In  the  longer  term  the  industry  expects  premiums  to  rise 
by  about  8.5  percent  per  annum  to  1995.  The  survey  results  are 
summarized  in  Table  5.  Respondents  were  asked  to  estimate 
current  dollar  growth  because  of  the  difficulty  of  measuring 
inflation  in  this  industry. 


4.2  Investment  Patterns 


The  firm  respondents  indicate  that  the  level  of  investment  in  the 
industry  is  expected  to  be  about  $17.6  million  during  the  period 
1985  to  1990.  Of  that  amount,  94  percent  will  take  the  form  of 
machinery  and  equipment  investment.  About  66  percent  of  plant 
and  equipment  investment  expenditure  will  be  related  to  new 
technology.  The  survey  shows  expected  investment  levels  for  the 
1990-1995  period  to  be  $25.8  million.  About  78  percent  will  be 
in  machinery  and  equipment  and  again  66  percent  of  that 
investment  will  be  related  to  new  technology. 

4.2.1  Justifying  Financial  Investment  in  New  Technology 

As  with  other  investment,  new  technology  investment  is 
subjected  to  formal  tests  of  profitability.  The  industry 
appears  to  require  a  return  on  investment  of  about 
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-  TABLE  5:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  1  Premiums  Written  in  Ontario 


(1) 

Average  Annual  Compound  Rate  of  Change 
(in  Current  Dollars) 


Estimated  Expected 


Firms  by 

1982- 

1983- 

1984- 

1985- 

1990- 

Employment  Size 

1983 

1984 

1985 

1990 

1995 

Small  (50-199) 

-2.0 

2.0 

2.0 

3.5 

4.0 

Medium  (200-999) 

7.0 

9.0 

8.0 

8.0 

8.0 

Large  (1000+) 

9.0 

10.5 

10.5 

9.5 

9.5 

Total  Firms 

7.5 

9.0 

9.0 

8.5 

8.5 

(1)  Rounded  to  closest  0.5% 
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-  TABLE  6:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  17e  Justifying  Financial  Investment  in  New  Technology 


Pay-Back  Period 


Return  on  Investment 


%  of  Firms 

Firms  by  Using 

Employment  Size  Pay-Back 


Small 

(50-199) 

100 

Medium 

(200-999) 

100 

Large 

( 1000+) 

50 

Total 

Firms 

65 

Average 

Period 

%  of  Firms 
Using 

ROI 

Average 

Rate 

(Years) 

(*) 

3 

0 

18 

2 

100 

15 

0 

100 

0 

3 

83 

16 

Answers  not  mutually  exclusive. 


_  TABLE  7:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  17f  Source  of  Funds  for 

-  New  Technology  Spending 


Employment  Size 


Internal  Funds 


Percent 


External  Funds 


Percent 


Small  (50-199) 
Medium  (200-999) 
Large  (1000+) 
Total  Firms 


100  0 
100  0 
100  0 
100  0 
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16  percent  to  justify  the  application  of  funds.  All  large 
and  medium  sized  firms  use  this  test.  Those  who  use  a 
pay-back  criterion  (65  percent  of  the  industry,  all  small 
and  medium  firms  and  half  of  the  large  firms)  look  for 
investment  to  pay  for  itself  within  three  years  (Table  6). 
Some  firms  use  both  methods. 

4.2.2  Source  of  Hew  Capital  Spending 

The  industry  expects  to  finance  100  percent  of  the 
anticipated  investment  programs  from  internal  funds. 

(Table  7). 

4.3  Employment  to  1995 

This  section  reviews  expected  trends  in  employment  patterns  and 
outlines  the  most  important  factors  affecting  aggregate  industry 
employment  in  Ontario. 

4.3.1  Factors  Affecting  Employment 

Firms  in  the  Life  Insurance  Industry  identified  the  most 
important  factor  affecting  their  employment  level  in 
Ontario  as  the  introduction  of  new  technology.  The  next 
most  important  factors  are  industry-wide  growth  and  the 
ability  to  increase  sales  or  market  share.  Another 
contributing  factor  is  change  in  the  regulation  of  the 
industry  (recorded  as  "other"  in  Table  8). 

4.3.2  Employment  Outlook 


The  firms  surveyed  indicate  that  the  Life  Insurance 
Industry  expects  employment  to  stabilize  in  1985. 
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Results  of 
Question  11a, b,c 


TABLE  8:  LIFE  INSURANCE  SIC  721 

Most  Important  Factors  Affecting 
The  Firms'  Employment  in  Ontario 


Percent  of  Firms  by  Employment  Size 


Small 

Medium 

Large 

Total 

Factor 

(50-199) 

(200-999) 

(1000+) 

Firms 

PROFITABILITY/ 

First 

0 

0 

0 

0 

FINANCIAL 

Second 

0 

0 

0 

0 

STRENGTH 

Third  (1) 

0 

0 

67 

52 

Weighted  Importance 

0.0 

0.0 

0 . 7 

0.5 

INCREASE  SALES/ 

First 

0 

100 

33 

35 

INCREASE  MARKET 

Second 

0 

0 

0 

0 

SHARE 

Third 

0 

0 

0 

0 

Weighted  Importance 

0 . 0 

3.0 

1.0 

1  .  1 

INTRODUCTION  OF 

First 

0 

0 

33 

26 

NEW  TECHNOLOGY 

Second 

0 

0 

67 

52 

Third 

0 

0 

0 

0 

Weighted  Importance 

0.0 

0.0 

2.3 

1.8 

ABILITY  TO 

First 

0 

0 

0 

0 

COMPETE 

Second 

0 

100 

0 

9 

Third 

0 

0 

33 

26 

Weighted  Importance 

0.0 

2 . 0 

0.3 

0.4 

INDUSTRY-WIDE 

First 

100 

0 

33 

39 

GROWTH 

Second 

0 

0 

0 

0 

Third 

0 

0 

0 

0 

Weighted  Importance 

3.0 

0.0 

1.0 

1.2 

OVERALL  ECONOMIC 

First 

0 

0 

0 

0 

GROWTH 

Second 

0 

0 

33 

26 

Third 

0 

0 

0 

0 

Weighted  Importance 

0.0 

0.0 

0.7 

0.5 

ALL  OTHERS 

First 

0 

0 

0 

0 

Second 

0 

0 

0 

0 

Third 

0 

100 

0 

9 

Weighted  Importance 

0.0 

1.0 

0.0 

0.1 

(1)  Weighted  Importance  =  (First  %  x  3) 

+  (Second  %  x 

2)  + 

(Third  %  x  1) 
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TABLE  9:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  lid  Firms'  Employment  Trends  in  Ontario 


Total  Employment  and  Average 
Annual  Compound  Rate  of  Change  (1) 


Estimated 

Expected 

Rate 

Rate 

Firms  by 

1981- 

1984- 

1985- 

1990 

Employment  Size 

1984 

1985 

1990 

1995 

Small  (50-199) 

16.5 

5.5 

32.0 

4.5 

Medium  (200-999) 

4.5 

0.0 

0.5 

1.0 

Large  (1000+) 

0.5 

-0.5 

0.5 

0.5 

Total  Firms 

1 .0 

0.0 

2.0 

1.0 

(1)  Rounded  to  closest  0.5%. 
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For  the  1985-1990  period,  the  firms  anticipate 
experiencing  a  2.0  percent  annual  average  increase  in 
employment  levels.  For  the  period  1990-1995,  they  expect 
employment  to  average  1.0  percent  growth  per  annum  (see 
Table  9,  opposite). 

4.3.3  Trends  in  Part-Time  Work 

Part-time  employment  currently  accounts  for  3  percent  of 
employment  in  the  Life  Insurance  Industry.  Survey 
respondents  expect  that  in  the  1985-1990  period,  part-time 
employment  will  increase  to  4.5  percent  and  then  to  5.5 
percent  of  the  total  in  the  period  1990  to  1995. 

4.4  Changes  in  Occupational  Structure 

Table  10  shows  trends  in  firms'  occupational  structure  in  the 
Life  Insurance  Industry  from  1981  to  1995.  Each  major 
occupational  group  is  expressed  as  a  percent  of  total  industry 
employment,  by  year.  Trends  over  time  for  minor  occupational 
groups  are  expressed  as:  +,  increasing  share  of  total 
employment;  -,  decreasing  share  of  total  employment  and  o,  no 
change  in  share  of  industry  employment. 

The  1971  Canadian  Classification  and  Dictionary  of  Occupations 
was  used  to  classify  and  describe  the  occupations  outlined  in 
Table  10.  Survey  respondents  were  provided  with  a  detailed 
description  of  each  occupation;  however,  in  some  cases, 
differences  in  interpretation  of  the  classifications  occurred. 

Table  10  suggests: 

a  modest  increase  in  Managerial  Administrative  and  Related 
occupations  from  20.2  percent  of  total  employment  in  1985  to 
20.5  percent  of  total  employment  in  1990  and  21.5  percent  in 
1995. 


§ 
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-  TABLE  10:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  12  Trends  in  Firms'  Occupational  Structure 


Percent  of  Total  Employment  by 
Selected  Occupational  Categories 


Estimated 


Expected 


Occupations 

1981 

1984 

1985 

1990 

1995 

MANAGERIAL,  ADMINISTRATIVE  AND 

19.8 

19.8 

20.2 

20.5 

21.5 

RELATED 

«  Financial  Management 

0 

+ 

+ 

0 

®  Financial  Officers 

0 

0 

0 

+ 

9  All  Other  Managerial 

0 

+ 

0 

+ 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 

8.7 

8.3 

8.5 

11.6 

12.6 

e  Systems  Analysts  and  Computer 
Programmers 

0 

+ 

+ 

+ 

9  All  Other  Natural  Science, 
Engineering  and  Mathematics 

_ 

0 

+ 

+ 

CLERICAL 

56.4 

54.2 

53.9 

50.5 

48.9 

e  Secretaries 

0 

0 

- 

0 

0  Typists/Clerk  Typists 
(includes  Word  Processing 

Operators ) 

- 

0 

0 

0 

©  Bookkeepers  and  Accounting 

Clerks 

- 

0 

- 

- 

0  Insurance  Clerks 

- 

- 

0 

- 

0  EDP  Equipment  Operators 

0 

0 

0 

0 

®  Library  File  Clerks 

0 

0 

- 

- 

0  Claims  Adjustors 

- 

0 

- 

- 

©  General  Office  Clerks 

- 

0 

- 

- 

0  Others 

- 

— 

0 

0 

SALES 

0  Supervisor  of  Sales 

0  Insurance  Salesmen  and  Agents 

9.7 

12.1 

+ 

12.0 

0 

0 

13.1 

0 

+ 

13.1 

0 

0 

OTHER  OCCUPATIONS 

5.3 

5.5 

5.5 

4.3 

3.8 

TOTAL 

100% 

100% 

100% 

100% 

100% 

+  increase  -  decrease  0  no  change 
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•  a  significant  increase  in  Natural  Sciences,  Engineering  and 
Mathematics  occupations.  These  occupations  currently 
account  for  8.5  percent  of  total  employment  in  1985.  By 
1995,  their  share  of  the  total  is  expected  to  increase  to 
12.6  percent. 

•  sharp  declines  in  Clerical  occupations  from  53.9  percent  of 
total  employment  in  1985  to  48.9  percent  in  1995. 

t  increases  in  Sales  occupations'  share  of  total  employment 
from  12.0  percent  in  1985  to  13.1  percent  by  1995. 

To  sunmarize.  Table  10  indicates  that  the  following  major 
occupational  categories  will  experience  increases  in  their  share 
of  total  employment  from  1985  to  1995: 

t  Managerial,  Administrative  and  Related, 

•  Natural  Sciences,  Engineering  and  Mathematics,  and 

•  Sales. 

Clerical  is  the  only  major  occupational  category  expected  to 
experience  a  decrease  in  its  share  of  total  employment. 


TABLE  11:  LIFE  INSURANCE 


SIC  723 


Results  of 

Question  6  Impact  of  Technology  on  Selected 

Occupations  in  Firms 
1985-1995 


Occupations 


Percent  of  Firms 


Oversupply  Shortage  No  Response 


MANAGERIAL, 
RELATED 
®  Financial 
9  Financial 
®  A.l  1  Other 


ADMINISTRATIVE  AND 

Management 

Officers 

Managerial 


0  48  52 

0  48  52 

48  0  52 


NATURAL  SCIENCES,  ENGINEERING 
AND  MATHEMATICS 

•  Systems  Analysts  and  Computer 

Programmers  39  26  35 


CLERICAL 

•  Secretaries 

•  Typists/Clerk  Typists  (includes  Wo 
Processing  Operators) 

9  Bookkeepers  and  Accounting  Clerks 

•  Insurance  Clerks 

•  EDP  Equipment  Operators 

•  Library  File  Clerks 
®  Claims  Adjustors 

®  General  Office  Clerks 


39 

9 

52 

48 

0 

52 

74 

0 

26 

48 

0 

52 

65 

0 

35 

74 

0 

26 

39 

0 

61 

74 

0 

26 

SALES 

•  Supervisor  of  Sales  13  35  52 

•  Insurance  Salesmen  and  Agents  13  35  52 


0 


11 


89 


OTHER  OCCUPATIONS 
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5.0  EMPLOYMENT  EFFECTS  OF  NEW  TECHNOLOGY 

This  chapter  reviews  the  survey  results  on  the  employment  effects  of 
new  technology  in  terms  of  skills  match  and  requirements  and  impact 
on  skill  levels  and  job  content. 

5.1  Effects  on  Occupations 

Table  11  summarizes  firms'  views  on  how  technology  will  affect 
their  occupational  requirements.  The  table  indicates  that  future 
shortages  of  supply  will  occur  for  occupational  groups  expected 
to  increase  their  share  of  total  employment  by  1995.  These 
groups  include: 

•  Managerial,  Administrative  and  Related  occupations.  48 
percent  of  firms  expect  a  shortage  of  financial  management 
and  financial  officers. 

•  Sales  supervisors  and  insurance  salesmen  and  agents. 

An  oversupply  is  expected  to  occur  in  Clerical  occupations 
especially  bookkeepers  and  accounting  clerks,  library/file 
clerks,  general  office  clerks  and  EDP  equipment  operators. 

Little  or  no  change  is  expected  in  relative  share  of  employment 
over  the  decade  ahead  with  the  exception  of  financial  officers 
and  insurance  salesmen  and  agents,  where  an  increase  in  share  is 
anticipated. 

5.2  Likely  Steps  to  Deal  with  Skills  Oversupply 

Attrition  was  the  most  commonly  cited  step  to  deal  with  an 
oversupply  of  skills  in  the  Clerical  occupations  in  the  Life 
Insurance  Industry.  Other  steps  in  order  of  importance  were: 


•  upgrading,  and 
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TABLE  12:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  7  Steps  Firms  Will  Likely  Take  to  Deal  With  an 

- -  OVERSUPPLY  of  Skills 

19851 995 


Occupations 


MANAGERIAL,  ADMINISTRATIVE 
AND  RELATED 

•  All  Other  Managerial 


NATURAL  SCIENCES,  ENGINEERING 
AND  MATHEMATICS 

e  Systems  Analysts  and  Computer 
Programmers 


CLERICAL 

•  Secretaries 

•  Typists/Clerk  Typists  (includes 
Word  Processing  Operators) 

®  Bookkeepers  and  Accounting  Clerks 
»  Insurance  Clerks 

•  EDP  Equipment  Operators 

•  Library  File  Clerks 

•  Claims  Adjustors 

•  General  Office  Clerks 


SALES 

•  Supervisor  of  Sales 

•  Insurance  Salesmen  and  Agents 


Most 

Second 

Third 

Common  1 y 

Most 

Most 

Ci  ted 

Common 

Common 

Upgrade 

Transfer 

Relocate 

Attrition 

Upgrade 

Relocate 

Attrition 

Upgrade 

Layoff 

Attrition 

Upgrade 

Layoff 

Attrition 

Upgrade 

Layoff 

Attrition 

Upgrade 

Layoff 

Attrition 

Upgrade 

Layof  f 

Attrition 

Upgrade 

Layoff 

Attrition 

Upgrade 

Layof  f 

Attrition 

Upgrade 

Layof  f 

Upgrade 

Reloca  te 

CD 

Upgrade 

Relocate 

(1) 

(1)  Only  two  steps  mentioned 
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-  TAR’.E  13:  LIFE  INSURANCE  SIC  721 

Results  of 

Question  8  Steps  Firms  Will  Likely  Take  to  Deal  With  a 

-  SHORTAGE  of  Skills 

1985-1995 


Occupations 

MANAGERIAL,  ADMINISTRATIVE 
AND  RELATED 

•  Financial  Management 

•  Financial  Officers 

NATURAL  SCIENCES,  ENGINEERING 
AND  MATHEMATICS 

•  Systems  Analysts  anti  Computer 
Programmers 

CLERICAL 

•  Secretaries 

SALES 

•  Supervisor  of  Sales 

•  Insurance  Salesmen  and  Agents 

OTHER  OCCUPATIONS 


Most 

Second 

Third 

Commonly 

Most 

Most 

Cited 

Common 

Common 

. . 

_ 

_ 

Recruit 

Retrain 

(1) 

Recruit 

Retra  in 

(1) 

Recruit 

Retrain 

Other 

Recruit 

Upgrade 

(1) 

Upgrade 

Recruit 

Recruit 

(2) 

(1) 

(2) 

Recruit 

Retrain 

(1) 

(1)  Only  2  steps  mentioned 

(2)  Only  1  step  mentioned 


TABLE  14:  LIFE  INSURANCE 


SIC  721 


Results  of 

Question  9  Impact  of  Technology  on  Skill  Levels  and  Job  Content 


(I) 

Percent  of  Firms 


Time  to  Achieve  Knowledge  of 

Skills  Required 

Proficiency  Firm's  Operations 

Occupations 

4-0 

+  -  0  +  -  0 

MANAGERIAL.  ADMINISTRATIVE 

0 

0 

100 

0 

0 

100 

0 

0 

100 

AND  RELATED 

@  Financial  Management 

59 

0 

41 

59 

0 

41 

38 

0 

62 

®  Financial  Officers 

38 

21 

41 

38 

0 

62 

18 

0 

82 

«  All  Other  Managerial 

74 

0 

26 

74 

0 

26 

48 

0 

52 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 
•  Systems  Analysts  and 

Computer  Programmers 

74 

0 

26 

74 

0 

26 

48 

0 

52 

CLERICAL 

e  Secretaries 

74 

26 

0 

74 

0 

26 

48 

0 

52 

•  Typists/Clerk  Typists  (includes 
Word  Processing  Operators) 

74 

26 

0 

74 

0 

26 

48 

0 

52 

•  Bookkeepers  and  Accounting 

Clerks 

74 

26 

0 

74 

26 

0 

48 

26 

26 

«  Insurance  Clerks 

74 

26 

0 

74 

0 

26 

48 

0 

52 

@  EDP  Equipment  Operators 

48 

26 

26 

48 

26 

26 

13 

52 

35 

®  Library  File  Clerks 

48 

52 

0 

65 

0 

35 

39 

26 

35 

•  Claims  Adjustors 

22 

52 

26 

48 

0 

52 

22 

0 

78 

*  General  Office  Clerks 

74 

26 

0 

74 

0 

26 

74 

0 

26 

SALES 

•  Supervisor  of  Sales 

48 

26 

26 

48 

26 

26 

22 

0 

78 

•  Insurance  Salesmen  and  Agents 

38 

21 

41 

38 

21 

41 

18 

0 

82 

OTHER  OCCUPATIONS 

100 

0 

0 

100 

0 

0 

100 

0 

0 

+  increase  -  decrease 

(1)  Non-responses  excluded. 


0  remain  the  same 
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•  layoffs  were  the  most  frequent  third  choice. 

The  ranking  of  these  steps  was  consistent  across  all  the  Clerical 
occupations  (see  Table  12). 

5.3  Likely  Steps  to  Deal  with  Skills  Shortages 

The  most  conmonly  cited  steps  for  dealing  with  shortages  of 
skills  which  may  develop  are  recruitment  of  employees  and 
retraining  current  employees.  See  Table  13.  Upgrading  was 
mentioned  for  sales  supervisors  and  secretaries. 

5.4  Technology  Impact  on  Skill  Levels  and  Job  Content 

Respondents  were  asked  to  judge  the  expected  impact  of  new 
technology  on  selected  occupations  in  terms  of: 

•  skills  required, 

•  time  required  to  achieve  proficiency,  and 

•  knowledge  of  their  firms'  operations. 

Respondents  indicated  that  they  expect  skill  requirements  to 
increase  across  most  occupations,  with  the  notable  exception  of 
claims  adjustors.  Opinions  were  mixed  about  an  increase  in 
skills  for  insurance  salesmen  and  agents. 

Respondents  expect  that  more  time  will  be  required  to  achieve 
proficiency  in  most  Managerial  and  Clerical  occupations.  Systems 
analysts  will  also  require  more  time  to  achieve  proficiency. 
Opinions  on  Sales  occupations  were  divided. 

Similarly,  respondents  expect  that  more  knowledge  will  be 
required  of  firm's  operations;  however,  EDP  equipment  operators 
are  expected  to  require  less  knowledge  (see  Table  14). 
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5.5  Training  Costs  and  New  Technology 

Life  Insurance  Industry  respondents  estimate  that  they  currently 
spend  about  5  percent  of  their  total  labour  costs  on  training. 
This  proportion  is  expected  to  increase  to  7  percent  by  1995. 
Training  costs  related  to  new  technology  are  not  expected  to 
increase  significantly  from  the  60  percent  today.  Small  firms 
spend  10  percent  on  training  costs  now  and  expect  these  costs  to 
rise  to  20  percent  of  the  total  by  1995.  75  percent  of  their 

training  costs  are  related  to  new  technology.  Medium  sized  firms 
spend  far  less  on  training  than  do  small  or  large  firms. 
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6.0  LABOUR  RELATIONS  ENVIRONMENT 


This  chapter  discusses  the  labour  relations  environment  in  the 
i ndustry . 

6.1  Industrial  Relations  Environment:  Historical 


In  the  insurance  industries  in  Ontario  there  is  very  little 
union  representation  as  only  652  employees  are  unionized.  The 
major  union  is  an  independent  local  which  deals  with  the  Ontario 
Hospital  Association  and  in  doing  so  represents  64  percent  of 
the  unionized  employees.  Table  15  shows  the  breakdown  of  union 
agreements  in  the  insurance  industry.  The  Ontario  Hospital 
Association  has  the  only  union  agreement  with  more  than  200 
employees  and  has  no  clauses  recognizing  technological  change. 

Most  insurance  companies  have  employee  associations  which 
represent  employees  in  discussions  of  technological  change  and 
in  staffing  requirements.  Many  insurance  companies  have  found 
it  necessary  to  restructure  their  work  force  to  adapt  to  new 
technology  through  a  combined  process  of  attrition  of  the 
clerical  staff  and  hiring  of  people  with  new  skills  (in  computer 
sciences  and  sales  oriented  occupations).  The  basic  requirement 
has  been  to  reduce  the  number  of  clerks  "who  would  do  what  they 
were  told"  and  increase  the  support  staff  that  can  "think  for 
themselves"  and  make  use  of  the  new  technologies  at  their 
di sposal . 

6.2  Technology  Change  Clauses 

Survey  respondents  indicated  that  the  Life  Insurance  Industry  has 
no  formal  requirement  to  discuss  technological  change  with 
employees. 


INDUSTRIAL  RELATIONS:  INSURANCE  INDUSTRY 
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6.3  Managements  Perception  of  their  Union's  Position  on  New 

Technology 

This  question  did  not  apply  because  of  the  low  rate  of 
unionization. 

6.4  Nature  of  Worker  Involvement  in  the  Process  of  Technological 

Change 

Firms  were  asked  whether  they  had  a  formal  mechanism  for  worker 
participation  in  setting  production  and/or  sales  targets, 
improving  productivity  and/or  quality  and  adopting  new 
technol ogy . 

Survey  respondents  indicated  that  100  percent  of  the  small  and 
medium  companies  and  33  percent  of  the  large  companies  have  a 
formal  mechanism  for  setting  production  and  sales  targets  at  the 
company  level. 

By  contrast,  there  are  formal  agreements  for  improving 
productivity  and  quality  in  74  percent  of  the  firms,  including 
all  of  the  small  and  medium  firms.  Only  35  percent  have  a  formal 
means  of  gaining  workers'  participation  in  adopting  new 
technology.  None  of  the  small  firms  and  all  the  medium  firms 
have  a  mechanism  with  respect  to  technology. 

6.5  Views  on  Involving  Workers  in  Decisions  on  Adopting  New 

Technology 

Management  and  union  leaders  were  asked  to  what  extent  and  how 
should  management  involve  workers  in  decisions  regarding  the 
adoption  of  new  technologies. 

All  small  and  medium  firms  and  50  percent  of  the  large  firms 
expressed  a  need  for  full  worker  involvement  in  the  process  of 
adopting  new  technology;  25  percent  of  the  large  firms  stated  a 
preference  for  prior  consultation  and  21  percent  of  all  firms 
felt  that  involvement  was  necessary  only  for  these  needing 
training. 


TABLE  16:  LIFE  INSURANCE 
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(1)  Using  a  scale  of  1  to  5;  1  represents  "Not  at  all  integrated"  and  5  "Highly  integrated" 
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7.0  Planning  for  Technological  Change 

This  chapter  reports  survey  results  regarding  questions  related 
to  planning  for  technological  change.  A  summary  of  these  results 
appears  in  Table  16. 

The  survey  indicates  that  79  percent  of  the  Life  Insurance 
Industry  makes  use  of  strategic  planning  techniques.  52  percent 
have  a  human  resource  with  an  average  time  horizon  of  four  years, 
while  31  percent  have  a  capital  investment  plan  for  the  next  six 
years.  Small  firms  indicated  a  high  degree  of  integration 
between  the  human  resource  and  investment  plans,  but  the  average 
degree  of  integration  for  the  industry  is  weak. 
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SECTION  II  -  GENERAL  INSURANCE 

PART  II  -  HISTORICAL  TRENDS  1971-1984 


2.0  INTRODUCTION 


This  section  of  the  report  provides  an  historical  analysis  of  trends 

in  the  General  Insurance  Industry  for  the  period  1971  to  1984. 

2.1  The  Structure  of  the  Industry 

There  were  about  200  insurance  companies  offering  various  types 
of  property  and  casualty  insurance  in  Ontario  in  1981.  They 
employed  about  20,000  people  and  they  wrote  $3.7  billion  in 
insurance  premiums,  about  43  percent  of  total  premiums  written  in 
Canada  in  that  year.  Automobile  insurance  accounts  for  about  41 
percent  of  premiums  written  in  Ontario  (Appendix  D,  Table  D.10). 
This  includes  insurance  against  theft,  fire,  collision  and 
personal  injury.  Property  insurance  accounts  for  25  percent  of 
premiums  -  this  includes  insurance  against  fire,  theft  and  other 
damage  for  the  home  and  its  contents  and  for  commercial 
properties  and  their  contents.  Other  insurance  lines  provide 
coverage  to  insure  completion  of  a  contract  (surety  bonds)  and  to 
insure  ships,  aircraft,  and  boilers  and  machinery. 

The  volume  and  composition  of  business  is  shown  in  Table  D.10. 

The  table  also  includes  health  insurance,  which  is  offered  by 
only  a  few  general  insurers.  Most  health  insurance  premiums  are 
written  by  life  insurance  companies.  However,  the  nature  of  the 
risk  and  the  policy  is  more  closely  associated  with  general  than 
with  life  insurance.  SIC  721,  insurance  carriers,  covers  the 
activities  of  both  life  and  general  insurance  companies. 

The  General  Insurance  Industry  is  not  dominated  by  very  large 
firms  the  way  the  life  insurance  industry  is.  The  seven  largest 
companies  selling  automobile  insurance  account  for  39  percent  of 
that  type  of  insurance  (Table  D.ll).  These  same  seven  companies 
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are  among  the  largest  property  insurers,  though  there  are  other 
firms  of  equal  size.  The  seven  account  for  23  percent  of 
property  insurance  premiums  written  in  Ontario  in  1981.  This 
shows  the  variation  in  specialization  -  companies  with  a  big 
market  share  in  one  type  of  insurance  tend  to  have  a  smaller 
market  share  in  other  lines  of  insurance.  Some  companies  also 
specialize  in  one  or  two  provinces. 

The  purpose  of  general  insurance  is  to  protect  individuals  and 
organizations  against  losses  due  to  theft,  fire  or  other  physical 
damage  and  to  insure  them  for  liability  claims  resulting  from 
injuries  to  other  persons  or  damage  to  their  property.  In 
general  then,  the  amount  of  insurance  in  force  is  determined  by 
two  factors: 

•  The  value  of  the  capital  stock  being  insured  (a  car,  a 
house,  an  office  building). 

•  The  risk  that  damage  will  occur. 

The  industry  keeps  records  of  the  incidence  of  car  thefts,  fire 
losses  and  liability  claims.  Premiums  are  set  on  the  basis  of 
the  past  loss  experience  for  individuals  or  buildings  with 
certain  characteristics.  When  an  insurance  company  sells  a  large 
insurance  policy,  it  will  normally  reduce  its  exposure  to  losses 
by  re-insuring  part  of  the  risk.  This  is  done  by  transferring  a 
portion  of  the  premium  to  another  insurance  company.  When  losses 
occur,  the  reinsurer  pays  the  primary  insurance  company,  not  the 
policy  holder.  General  insurance  is  therefore  a  two-tiered 
industry  -  primary  insurers,  whose  names  are  widely  known  in  the 
marketplace,  and  reinsurers,  who  are  less  widely  known  because 
they  have  no  direct  interface  with  people  buying  insurance. 
Reinsurers  are  an  important  force  in  the  industry,  however, 
because  the  premiums  they  set  for  accepting  a  given  risk  have  a 
strong  influence  on  the  premiums  charged  by  the  primary  insurer. 
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The  majority  of  the  sales  force  for  general  insurance  are 
independent  brokers  and  agents  who  sell  on  commission.  They  will 
represent  two  or  more  primary  insurers,  selecting  the  policies 
available  to  suit  their  clients.  Brokers  and  agents  are  part  of 
SIC  735  and  will  be  discussed  in  Section  III  of  this  report. 

Some  large  general  insurers  are  "direct  writers"  meaning  they 
have  a  salaried  sales  force  representing  a  single  company.  State 
Farm  Insurance  and  All  State  are  the  two  major  companies  (both 
based  in  the  United  States)  that  have  a  direct  sales  force. 

Canadian  incorporated  companies  dominate  the  industry,  accounting 
for  63.2  percent  of  total  assets  of  companies  operating  in 
Canada,  but  the  majority  of  these  firms  are  owned  or  controlled 
by  British  or  American  investors. 

2.2  The  Market  Environment 


The  general  insurance  business  is  highly  competitive.  The  actual 
insurance  side  of  the  business  incurred  underwriting  losses  in 
eight  of  the  ten  years  from  1973  to  1982  (Table  D.12).  These 
operating  losses  have  been  more  than  offset  by  the  steady  flow  of 
investment  income.  In  1983,  for  example,  the  Canadian  industry 
earned  $995  million  on  total  assets  of  $15.4  billion.  Investment 
income  is  earned  on  funds  supplied  to  the  insurers  by 
shareholders  and  on  unearned  premium  reserves  and  claims 
reserves.  A  high  proportion  of  these  funds  (63  percent)  were 
invested  in  Canadian  bonds  and  debentures  and  in  shares  of 
Canadian  companies. 

The  data  in  Table  D.12  show  that  the  General  Insurance  Industry 
has  gone  through  two  cycles  of  intense  competition  since  the 
early  1970's.  In  1974,  underwriting  losses  reached  a  peak  of 
$267  million.  The  losses  then  declined  and  for  two  years  -  1977 
and  1978  -  there  were  small  operating  profits.  This  coincided 
with  the  period  of  wage  and  price  controls.  In  1979,  the 
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industry  experienced  a  loss  and  the  losses  rose  to  a  record  $872 
million  in  1981.  In  that  year,  investment  income  was  barely 
large  enough  to  cover  the  underwriting  loss.  The  size  of  the 
loss  diminished  in  1982  and  interviews  suggest  this  trend  has 
continued  in  1983  and  1984.  However,  it  is  clear  that  the 
industry  is  suffering  from  excess  capacity,  with  too  many 
insurers  seeking  the  same  business.  They  are,  therefore,  quoting 
premiums  that  do  not  cover  their  operating  costs. 

Indeed,  many  individual  companies  report  that  their  ratio  of 
losses  and  expenses  to  premiums  earned  is  over  100  percent.  In 
other  words,  premiums  earned  do  not  cover  the  cost  of  insurance. 
If  the  losses  exceed  investment  income,  then  the  company  begins 
to  consume  its  surplus  and  faces  a  period  of  adjustment.  This 
has  already  begun  to  occur  in  some  sectors  of  the  market.  A  few, 
small,  insurance  companies  have  withdrawn  from  the  market  and 
others  are  being  much  more  selective  about  the  risks  they  will 
accept.  They  are  also  beginning  to  increase  premiums.  Primary 
insurers  are  in  the  process  of  closing  small  regional  offices  and 
being  much  more  selective  in  the  risks  they  underwrite.  This  may 
eventually  have  the  effect  of  increasing  premiums,  especially  for 
liability  insurance.  One  industry  spokesman  has  said:  "What  we 
really  need  is  lot  of  big  mergers  in  the  industry. "1 

The  pressures  in  Canada  are  a  small  echo  of  the  strains  in  the 
United  States  where  underwriting  losses  in  1983  reached  a  record 
$9  billion  because  of  rising  insurance  claims  and  an  epidemic  of 
price  cutting.  Since  the  reinsurance  market  has  strong 
international  linkages,  the  recent  firming  in  premiums  in  the 
international  market  is  likely  to  spill  over  into  Canada. 


1  "Surplus  Supply  plagues  property-casual ty  sector".  Financial 
Post. 
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2.2.1  Excess  Capacity 

The  reasons  for  this  excess  capacity  are: 

1.  Sluggish  growth  in  demand.  This  in  turn  reflects  a 
number  of  factors: 

•  Weak  economic  growth  has  reduced  the  growth  in 
assets  and  inventories  requiring  insurance. 

•  Slower  rates  of  inflation  have  curbed  the  rise 
in  real  estate  and  other  asset  values  and  thus 
affected  the  value  of  property  being  insured. 

•  Many  large  corporations  have  adopted  self 
insurance  programs  over  the  past  decade. 

2.  A  significant  increase  in  supply  -  the  capacity  of 
the  industry  to  deliver  insurance. 

•  The  entry  of  new  capital  (from  Europe  and  the 
Middle  East)  seeking  opportunities  in  the 
relatively  secure  and  profitable  financial 
markets  of  North  America.  This  money  was 
attracted  partly  by  relative  profitability  and 
partly  by  the  strength  of  the  U.S.  and  Canadian 
currencies  vis-a-  vis  those  in  Europe.  The 
means  of  entry  has  varied  from  acquisitions,  to 
increases  in  capitalization  of  existing  firms, 
to  upgrading  the  representation  of  a  foreign 
firm  in  Canada.  Much  of  the  money  has  gone  into 
the  reinsurance  side  of  the  business  where 
barriers  to  entry  are  low. 
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•  The  impact  of  computerization  and  communication 
technologies.  The  insurance  industry  requires  a 
great  deal  of  routine  paperwork.  As  the 
routines  are  computerized  and  information 
systems  are  centralized,  a  given  company's 
capacity  to  administer  policies  increases.  As 
costs  of  writing  new  business  declined, 
companies  were  prepared  to  quote  lower 
premiums. 

3.  A  more  selective  and  demanding  consumer.  The  increase  in 
education  levels  and  the  shock  of  inflation  in  the  1970's 
made  insurance  buyers  much  more  sophisticated.  Many 
customers  began  to  place  more  emphasis  on  price  than  on  the 
"reputation"  of  the  insurer,  thus  increasing  the  price 
competition. 

2.2.2  The  Regulatory  Framework 

The  General  Insurance  Industry  is  regulated  fo**  solvency 
by  the  provincial  and  federal  Superintendents  of 
Insurance.  They  are  concerned  mainly  with  the  quality  of 
the  insurance  offered  and  the  appropriateness  of  loss 
reserves  and  of  investment  policies. 

The  health  of  the  industry  is  also  strongly  influenced  by 
the  laws  governing  claims  for  injury.  The  recent  Ontario 
Family  Law  Reform  Act,  for  example,  has  significantly 
increased  the  potential  for  suits  between  members  of  the 
same  family  for  losses  of  care,  custody  and  companionship. 
Such  suits  were  not  allowed  under  the  previous  law  and  the 
industry  has  been  surprised  by  the  size  of  the  awards 
granted  by  the  courts. 

The  industry  is  currently  under  pressure  to  create  an 
assessment  system  that  would  generate  funds  to  protect 
people  whose  insurance  company  goes  out  of  business. 
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2.3  Industry  Trends 

Table  D.13  in  Appendix  D  presents  key  industry  indicators  for  the 
years  1971  to  1984.  This  section  will  also  refer  to  indicators 
for  Insurance  Carriers,  where  industry  specific  data  is  lacking. 
As  in  the  case  of  life  insurance,  no  deflator  is  available  to 
generate  constant  dollar  information. 

2.3.1  Aggregate  Output 
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The  General  Insurance  Industry  wrote  $3.7  billion  in 
insurance  premiums  in  1981  (see  Table  D.13).  This 
included  $2.8  billion  in  property  and  casualty  insurance 
and  $940  million  in  accident  and  health  insurance. 

Property  and  casualty  premiums  increased  at  an  average 
rate  of  13.9  percent  between  1971  and  1981.  The  increases 
were  fairly  steady  over  the  decade,  except  for  two  years 
of  slow  growth  in  1978  and  1979.  While  no  indicators  of 
volume  are  available,  the  industry  has  been  plagued  by 
extensive  price  cutting  over  the  past  few  years, 
especially  since  1982.  This  suggests  that  volumes  have 
increased  significantly. 
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2.3.2  Competitive  Position 

Competition  within  the  industry  is  intense  and  is 
illustrated  by  the  extent  of  the  operating  losses  shown  in 
Table  D.12.  All  the  firms  in  the  industry  are  under 
pressure  to  reduce  costs  of  processing  policies  and  claims 
and  administrative  expenses  in  order  to  minimize  those 
1 osses. 

2.3.3  Capital  Investment 

The  only  investment  data  available  is  for  Insurance 
Carriers.  This  is  reported  in  Section  III  of  this 
report. 

2.3.4  Employment 

The  discussion  of  employment  includes  an  analysis  of 
aggregate  trends  and  occupational  changes. 

•  Aggregate  Trends 

EXHIBIT  2 
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Total  employment  for  Insurance  Carriers  in  Canada 
rose  at  an  annual  average  rate  of  1.6  percent  from 
1971  to  1981  (Table  D.5).  Meanwhile,  life  insurance 
employment  in  Ontario  rose  at  an  average  annual  rate 
of  2.7  percent  over  the  same  period.  This  would 
suggest  that  General  Insurance  employment  in  Canada 
grew  more  slowly  than  1.6  percent  in  the  1970 's. 
However,  estimates  of  employment  in  general  insurance 
have  been  compiled  by  the  Insurance  Bureau  of  Canada 
only  since  1976.  Employment  has  increased  from 
16,300  in  1976  to  20,000  in  1982,  an  average  annual 
increase  of  3.5  percent  (see  Table  D.13).  Employment 
rose  by  13.5  percent  in  1977  and  at  much  slower  rates 
from  1978  to  1981.  It  declined  by  2.5  percent  in 
1982  and  has  probably  continued  to  drop  since  1982  as 
a  result  of  business  failures  and  corporate 
consol idations. 

Ontario  has  a  more  than  proportional  share  of  total 
employment  in  this  industry  because  a  large  number  of 
national  firms  have  their  head  offices  in  Ontario. 

One  company  estimated  that  head  office  staff 
accounted  for  25  percent  of  total  employment  in 
Canada.  The  migration  of  head  offices  from  Quebec  tc 
Ontario  since  the  early  1970's  explains  why 
employment  growth  in  the  Ontario  industry  has  been 
stronger  than  the  national  trend  for  Insurance 
Carriers. 

•  Occupational  Changes 

No  data  specific  to  general  insurance  is  available. 
Insurance  Carriers  are  discussed  as  a  whole  on  pages 
21  and  22  in  Section  I  of  this  report  with 
corresponding  Tables  D.8  and  D.9  in  Appendix  D. 
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PART  III  -  FUTURE  TRENDS:  THE  SURVEY  RESULTS 


Part  III  of  this  study  presents  the  survey  results  which  discuss  the 
firms'  surveyed  opinions  as  to  future  trends  in  technological 
adoption  and  employment  impacts. 

3.0  ADOPTION  OF  NEW  TECHNOLOGY 


This  chapter  reviews  the  expected  trends  in  the  adoption  of  new 
technologies  in  the  General  Insurance  Industry  and  the  factors 
driving  the  need  for  and  affecting  the  rate  of  technology  adoption. 

3.1  New  Technologies  and  Rates  of  Adoption 

The  General  Insurance  Industry,  like  the  life  insurers,  has 
undergone  two  pronounced  waves  of  technological  change;  the  first 
was  in  the  early  1970's  and  the  second  was  in  the  early  1980 ‘s. 
The  earliest  reported  use  of  a  computer  in  this  segment  of  the 
industry  was  in  1956  at  Zurich  Insurance. 

The  driving  force  behind  the  adoption  of  the  technologies  in  the 
past  has  been  the  desire  to  reduce  operating  costs.  Much  of  the 
cost  saving  has  been  passed  along  to  the  customer  as  a  result  of 
price  competition  among  insurance  companies. 

In  the  1980 's  and  1990' s,  the  pressure  to  adopt  new  technologies 
will  also  include  the  desire  to  make  use  of  them  in  order  to 
generate  new  products  or  to  achieve  qualitative  improvements  in 
services  offered  in  the  marketplace  in  order  to  compete  with 
other  financial  institutions  for  a  share  of  the  personal  savings 
dol 1 ar. 

The  penetration  of  computer  and  other  technologies  is  described 
in  Section  I,  the  Life  Insurance  section  of  this  report,  on  pages 
23  and  24. 
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The  pace  of  technological  change  will  continue  strongly 
through  the  rest  of  the  1980's  but  will  slow  during  the 
1990 's.  Table  2  summarizes  the  percentage  of  firms  who 
have  adopted  new  technologies  before  1985,  or  will  by 
1990,  or  will  after  1990  and  before  1995.  The  following 
provides  observations  on  the  survey  findings. 

The  industry  expects  to  complete  the  implementation  of 
Customer  Sales  and  Service  Technologies  by  1990,  but 
adoption  of  Office  Automation  and  Telecommunications 
Technologies  will  spill  over  into  the  1990's.  There  did 
not  appear  to  be  any  noticeable  difference  in  the  rate  of 
adoption  between  small  and  medium  sized  companies.  No 
large  companies  responded  to  the  survey.  There  are  few, 
if  any  firms  with  more  than  1,000  employees. 

3.1.1  Customer  Sales  and  Service  Technologies 

Industry  penetration  of  customer  sales  and  service 
technologies  is  extensive  for  most  systems,  particularly 
in  larger  firms.  The  small  firms  expect  to  catch  up  in 
the  next  five  years.  Adoption  has  been  minimal  for 
computerized  insurance  needs  analysis,  brokerage 
management  systems  and  on-line  terminals  for  group 
insurance  customers.  However,  some  firms  plan  to  acquire 
these  by  1990. 

3.1.2  Office  Automation  Technologies 

All  firms  surveyed  use  word  processing  now.  Most  firms 
use  micro  or  personal  computers  and  the  rest  expect  to  by 
1990.  At  present,  47  percent  use  4th  generation  computer 
languages  but  full  adoption  is  planned  within  five  years. 


-  TABLE  2:  GENERAL  INSURANCE  SIC  721 

Results  of  (1) 

Question  3  Percent  of  Firms  Planning  to  Adopt  New  Technologies  by  Employment  Size 
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All  the  firms  expect  to  adopt  integrated  work  stations  by 
1990.  Computerized  decision  support  systems,  local  area 
networks  and  electronic  filing  are  already  used  by  a 
majority  of  firms  and  their  use  will  spread  over  the  next 
ten  years. 

3.1.3  Telecommunications  Technologies 

Many  firms  in  the  General  Insurance  Industry  already  use 
private  automatic  branch  exchange  (PABX)  and  the  remaining 
firms  anticipate  upgrading  by  1990.  Electronic  mail  and 
FAX  systems  are  not  as  widely  used  but  are  expected  to  be 
in  place  within  five  years.  Other  new  telecommunications 
systems  may  see  limited  use,  especially  satellite/ 
microwave  systems,  video  conferencing  and  fibre  optics. 
None  of  the  firms  use  voice-mail  at  present,  but  some 
adoption  is  expected  by  1990. 

3.2  Forces  Driving  the  Need  to  Adopt  New  Technology 

A  few  key  forces  are  driving  the  industry  to  adopt  new 

technologies.  Table  3,  summarizes  the  results  of  the  survey. 

The  most  important  factors  are: 

•  Competitive  pressures,  created  by  excess  capacity  in  the 
industry.  This  was  particularly  important  to  the  small 

f i rms . 

•  Increase  productivity.  The  industry  recognizes  the  need  to 
gain  greater  control  of  the  paper  flow.  75  percent  of  the 
medium  firms  ranked  this  first. 

• 


Customer  demands  for  changes  ranked  third. 
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-  TABLE  3:  GENERAL  INSURANCE  SIC  723 

Results  of  ' 

Question  4  Most  Important  Factors  Driving  the  Need 

-  to  Adopt  New  Technologies 


Factor 


COMPETITIVE 

PRESSURES 

First 

Second 

Third 

Weighted 

( 

Importance 

STRATEGIC 

First 

Second 

Third 

Weighted 

Importance 

CUSTOMER 

DEMANDS  FOR 

CHANGES 

First 

Second 

Third 

Weighted 

Importance 

INCREASE 

PROFITABILITY 

First 

Second 

Third 

Weighted 

Importance 

INCREASE 

PRODUCTIVITY 

First 

Second 

Third 

Weighted 

Importance 

INCREASE 

MANAGEMENT 

INFORMATION 

First 

Second 

Th  i  rd 
Weighted 

Importance 

LOWER  COSTS 

First 

Second 

Third 

Weighted 

Importance 

INCREASE  SKILLS/ 
ORGANIZATIONAL 

CAPABILITY 

First 

Second 

Third 

Weighted 

Importance 

INCREASE 

QUALITY 

First 

Second 

Third 

Weighted 

Importance 

Percent  of 

Firms  by  Employment 

Size 

Smal  1 

Medium 

Total 

(20-199) 

(200-999) 

Firms 

50 

25 

39 

50 

0 

28 

0 

25 

11 

2.5 

1.0 

1.8 

0 

0 

0 

0 

0 

0 

25 

0 

14 

0.3 

0.0 

0.1 

25 

0 

14 

0 

25 

11 

25 

0 

14 

1.0 

0.5 

0.8 

0 

0 

0 

25 

0 

14 

0 

0 

0 

o 

Ol 

0.0 

CO 

o 

25 

75 

47 

0 

25 

11 

0 

0 

0 

o 

CO 

2.8 

3  .7 

0 

0 

0 

0 

0 

0 

25 

0 

14 

o 

CO 

0.0 

0.1 

0 

0 

0 

0 

25 

11 

0 

25 

11 

0.0 

0.8 

0.3 

0 

0 

0 

0 

0 

0 

0 

25 

11 

o 

o 

0.3 

0.1 

0 

0 

0 

0 

25 

11 

0 

0 

0 

0.0 

0.5 

0.2 

(1)  Weighted  Importance  =  (First  %  x  3)  +  (Second  %  x  2)  +  (Third  %  x  1) 
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— 

TABLE  4:  GENERAL  INSURANCE 

SIC  721 

Results  of 
Question  5 

Most  Important  Factors  that  Could  Slow  the  Rate 
of  New  Technology  Adoption 

Percent  of  Firms  by  Employment  Size 

Factor 

Small  Medium 

(20-199)  (200-999) 

Total 

Firms 

ABILITY  TO 

First 

50 

0 

28 

FINANCE 

Second 

0 

0 

0 

Third  (1) 

0 

0 

0 

Weighted  Importance 

1.5 

0.0 

0.8 

COST  OF  NEW 

First 

0 

25 

11 

TECHNOLOGY 

Second 

50 

25 

39 

Third 

25 

0 

14 

Weighted  Importance 

1.3 

1.3 

1.3 

LACK  OF 

First 

25 

0 

14 

GOVERNMENT 

Second 

0 

0 

0 

ASSISTANCE 

Third 

0 

0 

0 

Weighted  Importance 

0.8 

0.0 

0.4 

COMPETITIVE 

First 

0 

0 

0 

ENVIRONMENT 

Second 

25 

0 

14 

Third 

0 

25 

11 

Weighted  Importance 

0.5 

0.3 

0.4 

UNION 

First 

0 

0 

0 

RESISTANCE 

Second 

25 

0 

14 

Third 

0 

0 

0 

Weighted  Importance 

0.5 

0.0 

0.3 

LACK  OF  SKILLS 

First 

25 

25 

25 

AND/OR  KNOW-HOW 

Second 

0 

25 

11 

TO  IMPLEMENT 

Third 

0 

0 

0 

Weighted  Importance 

0.8 

1.3 

1.0 

UNWILLINGNESS 

First 

0 

25 

11 

TO  CHANGE 

Second 

0 

0 

0 

Third 

0 

25 

11 

Weighted  Importance 

0.0 

1.0 

0.5 

ALL  OTHERS 

First 

0 

25 

11 

Second 

0 

0 

0 

Third 

0 

0 

0 

Weighted  Importance 

0.0 

0.8 

0.3 

(1)  Weighted  Importance  =  (First  %  x  3)  +  (Second  %  x  2)  +  (Third  %  x  1) 
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3.3  Factors  that  Could  Slow  the  Rate  of  Technology  Adoption 

The  survey  participants  identified  the  single  most  important 
factor  that  could  slow  the  rate  of  technology  adoption  as  the 
cost  of  new  technology.  See  Table  4  for  a  summary. 

The  second  most  commonly  cited  factor  that  could  slow  adoption  of 
technology  is  lack  of  skills  or  know-how  to  implement. 

Small  firms  placed  more  emphasis  on  their  ability  to  finance  new 
technologies  than  did  medium  sized  firms.  The  small  firms  also 
mentioned  lack  of  government  assistance  as  an  inhibiting  factor. 


TABLE 

5:  GENERAL  INSURANCE 

SIC  721 

Results  of 

Question  1 

Premiums  Written  in 

Ontario 

Average  Annual 
(in 

Compound  Rate  of 
Current  Dollars) 

(1) 

Change 

Estimated 

Expected 

Firms  by 

Employment  Size 

1982- 

1983 

1983- 

1984 

1984- 

1985 

1985- 

1990 

1990- 

1995 

Small  (20-199) 

4.0 

5.0 

6.0 

4.0 

4.5 

Medium  (200-999) 

8.5 

8.0 

7.0 

8.0 

8.0 

Total  Firms 

6.0 

6.5 

6.5 

6.0 

6.0 

(1)  Rounded  to  closest  0.5% 
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4.0  INDUSTRY  OUTLOOK  TO  1995 

This  chapter  reviews  the  anticipated  outlook  for  the  General 
Insurance  Industry  in  terms  of  aggregate  output  (i.e.,  premiums 
written  in  Ontario),  investment  plans,  aggregate  employment  and 
changes  in  occupational  structure  to  1995. 

4.1  Output  to  1995 

General  Insurance  premiums  (in  current  dollars)  increased  by 
about  6.5  percent  per  year  from  1983  to  1984.  In  1985,  the 
respondents  are  expecting  this  growth  rate  to  be  sustained.  In 
the  longer  term  the  industry  expects  premium  income  to  rise  at 
about  6  percent  per  annum  to  1995.  The  survey  results  are 
summarized  in  Table  5,  opposite.  Industry  experts  consulted 
projected  somewhat  higher  growth  rates,  in  the  6  to  8  percent 
range  from  1985  to  1990  and  8  to  10  percent  from  1990  to  1995. 

4.2  Investment  Patterns 


The  firm  respondents  indicate  that  the  level  of  investment  in  the 
industry  is  expected  to  be  about  $17  million  (in  today's  dollars) 
during  the  period  1985  to  1990.  Of  that  amount,  about  40  percent 
will  take  the  form  of  machinery  and  equipment  investment.  About 
70  percent  of  machinery  and  equipment  investment  expenditure  will 
be  related  to  new  technology.  Investment  in  machinery  and 
equipment  in  the  1990-1995  period  will  be  over  85  percent  and  75 
percent  will  be  related  to  new  technology.  Based  on  the  expert 
consultation  it  can  be  expected  that  nearly  all  capital 
investment  will  be  related  to  new  technology  and  will  occur  in 
machinery  and  equipment. 

4.2.1  Justifying  Financial  Investment  in  New  Technology 

As  with  other  investment,  new  technology  investment  is 
subjected  to  formal  tests  of  profi tab i 1 i ty.  About  16 
percent  of  the  firms  use  a  return  on  investment  test,  but 
they  did  not  provide  the  average  rate  of  return  required. 
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-  TABLE  6:  GENERAL  INSURANCE  SIC  721 

Results  of 

Question  17e  Justifying  Financial  Investment  in  New  Technology 


Firms  by 

Employment  Size 

Pay-Back 

Period 

Return  on 

Investment 

%  of  Firms 
Using 
Pay-Back 

Average 

Period 

%  of  Firms 
Using 

ROI 

Average 

Rate 

(Years ) 

(*) 

Small  (20-199) 

67 

2 

33 

n.a. 

Medium  (200-999) 

75 

5 

0 

n.a. 

Total  Firms 

71 

4 

16 

n.a. 

n.a.  no  answer. 

Answers  not  mutually  exclusive. 


-  TABLE  7:  GENERAL  INSURANCE  SIC  721 

Results  of 

Question  17f  Source  of  Funds  for 

-  New  Technology  Spending 


Employment  Size  Internal  Funds  External  Funds 


Percent  Percent 


Small  (20-199) 

100 

0 

Medium  (200-999) 

100 

0 

Total  Firms 


100 


0 
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71  percent  of  firms  use  a  pay-back  criterion  and  they  look 
for  investment  to  pay  for  itself  within  four  years 
(Table  6).  Small  firms  require  a  much  shorter  pay-back 
period  (two  years)  than  medium  firms  (five  years). 

4.2.2  Source  of  Jtew  Capital  Spending 

The  industry  expects  to  finance  all  of  the  anticipated 
investment  programs  from  internal  funds  (Table  7). 

4.3  Employment  to  1995 

This  section  reviews  expected  trends  in  employment  patterns  and 
outlines  the  most  important  factors  affecting  aggregate  industry 
employment  in  Ontario. 

4.3.1  Factors  Affecting  Employment 

Firms  in  the  General  Insurance  Industry  identified  the 
most  important  factor  affecting  their  employment  level  in 
Ontario  as  industry-wide  growth.  The  next  most  important 
factors  are  overall  economic  growth  and  the  introduction 
of  new  technology.  See  Table  8. 

Small  firms  identified  their  ability  to  increase  sales  or 
market  share  and  their  ability  to  compete  as  equally 
important  while  the  medium  sized  firms  ranked 
industry-wide  growth  as  their  main  consideration  for 
future  employment. 

4.3.2  Employment  Outlook 

The  firms  surveyed  indicate  that  the  General  Insurance 
Industry  expects  employment  to  increase  by  1.5  percent  in 
1985  after  a  three  year  period  of  no  growth.  Small  firms 
experienced  a  decline  of  2.0  percent  per  year  from  1981  to 
1984  and  a  further  0.5  percent  decline  is  expected  this 
year. 
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Results  of 

Question  11a, b,c 

TABLE  8: 

GENERAL  INSURANCE 

SIC  721 

Most  Important  Factors  Affecting 

The  Firms'  Employment  in  Ontario 

Percent  of  Firms  by  Employment  Size 

Factor 

Small  Medium 

(20-199)  (200-999) 

Total 

Firms 

PROFITABILITY/ 

First 

0 

25 

11 

FINANCIAL 

Second 

0 

0 

0 

STRENGTH 

Third  (1) 

0 

0 

0 

Weighted  Importance 

0.0 

0.8 

0.3 

INCREASE  SALES/ 

First 

25 

0 

15 

INCREASE  MARKET 

Second 

0 

0 

0 

SHARE 

Third 

0 

0 

0 

Weighted  Importance 

0.8 

0.0 

0.4 

INTRODUCTION  OF 

First 

0 

0 

0 

NEW  TECHNOLOGY 

Second 

0 

50 

22 

Third 

0 

25 

12 

Weighted  Importance 

0.0 

1.3 

0.6 

ABILITY  TO 

First 

25 

0 

14 

COMPETE 

Second 

0 

0 

0 

Third 

0 

25 

11 

Weighted  Importance 

0.8 

0.3 

0.5 

INDUSTRY-WIDE 

First 

0 

50 

22 

GROWTH 

Second 

0 

25 

11 

Third 

0 

0 

0 

Weighted  Importance 

0.0 

2.0 

0.9 

OVERALL  ECONOMIC 

First 

0 

25 

11 

GROWTH 

Second 

0 

25 

11 

Third 

0 

0 

0 

Weighted  Importance 

0.0 

1.3 

0.6 

ALL  OTHERS 

First 

0 

0 

0 

Second 

25 

0 

14 

Third 

0 

25 

11 

Weighted  Importance 

0.5 

0.3 

0.4 

+ 


(1)  Weighted  Importance  =  (First  %  x  3)  +  (Second  %  x  2) 


(Third  %  x  1) 
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TABLE  9:  GENERAL  INSURANCE  SIC  721 

Results  of 

Question  lid  Firms'  Employment  Trends  in  Ontario 


Total  Employment  and  Average 
Annual  Compound  Rate  of  Change  (1) 


Estimated 

Expected 

Rate 

Rate 

Firms  by 

1981- 

1984- 

1985- 

1990 

Employment  Size 

1984 

1985 

1990 

1995 

Small  (20-199) 

-2.0 

-0.5 

2 . 5 

1.5 

Medium  (200-999) 

0.0 

1.5 

1.5 

1.5 

Total  Firms 

0.0 

1.5 

1.5 

1.5 

(1)  Rounded  to  closest  0.5%. 
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-  TABLE  10:  GENERAL  INSURANCE  SIC  721 

Results  of  " 

Question  12  Trends  In  Firms'  Occupational  Structure 


Percent  of  Total  Employment  by 
Selected  Occupational  Categories 


Occupations 


MANAGERIAL,  ADMINISTRATIVE  AND  RELATED 

•  Financial  Management 

•  Financial  Officers 

•  All  Other  Managerial 

NATURAL  SCIENCES,  ENGINEERING 
AND  MATHEMATICS 

•  Systems  Analysts  and  Computer 
Programmers 

•  All  Other  Natural  Science, 
Engineering  and  Mathematics 


Estimated  Expected 


1981 

1984 

1985 

1990 

1995 

9.9 

10.4 

10.4 

10.3 

9.9 

7.4 

8.0 

8.5 

9.2 

9.3 

CLERICAL  73.6  73.1  72.3  71.9  72.2 

•  Clerical  Supervisors 

•  Secretaries 

•  Typists 

(includes  Word  Processing  Operators) 

•  Bookkeepers  and  Accounting  Clerks 

•  Insurance  Clerks 

•  EDP  Equipment  Operators 

•  Library  File  Clerks 

•  Claims  Adjustors 

•  General  Office  Clerks 

•  All  Other  Clerks 


SALES 

•  Supervisor  of  Sales 

•  Insurance  Salesmen  and  Agents 

0.7 

0.6 

0.6 

0.6 

0.8 

OTHER  OCCUPATIONS 

8.3 

7.9 

8.2 

8.0 

7.9 

TOTAL 

100% 

100% 

100% 

100% 

100% 

+  increase  -  decrease  0  no  change 

Note :  No  information  on  specific  occupations  was  made  available  by  respondents. 


-  74  - 


For  the  1985-1995  period,  the  firms  anticipate  a 
1.5  percent  annual  average  increase  in  employment  levels. 
However,  small  firms  see  the  prospect  of  stronger  growth 
of  2.5  percent  per  year  from  1985  to  1990  (see  Table  9). 

4.3.3  Trends  in  Part-Time  Work 

Part-time  employment  is  currently  about  10  percent  of 
total  employment  in  the  General  Insurance  Industry.  It  is 
not  expected  to  grow  in  the  1985-1995  period. 

4.4  Changes  in  Occupational  Structure 

Table  10  shows  trends  in  firms'  occupational  structure  in  the 
General  Insurance  industry  from  1981  to  1995.  Each  major 
occupational  group  is  expressed  as  a  percent  of  total  industry 
employment,  by  year.  Trends  over  time  for  minor  occupational 
groups  are  expressed  as:  +,  increasing  share  of  total 
employment;  -,  decreasing  share  of  total  employment  and  o,  no 
change  in  share  of  industry  employment. 

The  1971  Canadian  Classification  and  Dictionary  of  Occupations 
was  used  to  classify  and  describe  the  occupations  outlined  in 
Table  10.  Survey  respondents  were  provided  with  a  detailed 
description  of  each  occupation;  however,  in  some  cases, 
differences  in  interpretation  of  the  classifications  occurred. 

Table  10  suggests: 

•  A  slight  decline  in  Managerial  Administrative  and  Related 
occupations  from  10.4  percent  of  total  employment  in  1985  to 
9.9  percent  of  total  employment  in  1995. 
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•  A  significant  increase  in  Natural  Sciences,  Engineering  and 
Mathematics  occupations.  These  occupations  represented 
7.4  percent  of  total  employment  in  1981  and  currently 
account  for  8.5  percent  of  total  employment  in  1985.  By 
1995,  their  share  of  the  total  is  expected  to  increase  to 
9.3  percent. 

•  Stabilization  in  Clerical  occupations  is  expected  after  a 
modest  decline  from  73.6  percent  in  1981  to  72.3  percent  in 
1985. 

•  Sales  and  Other  occupations  will  not  show  much  change.  Most 
general  insurance  is  sold  through  independent  brokers  and 
agents. 


5.0  EMPLOYMENT  EFFECTS  OF  NEW  TECHNOLOGY 


This  chapter  reviews  the  survey  results  on  the  employment  effects  of 
new  technology  in  terms  of  skills  match  and  requirements  and  impact 
on  skill  levels  and  job  content. 

5.1  Effects  on  Occupations 

Table  11  summarizes  firms'  views  on  how  technology  will  affect 
their  occupational  requirements.  The  table  indicates  that  future 
shortages  of  supply  will  occur  for  occupational  groups  expected 
to  increase  their  share  of  total  employment  by  1995.  These 
groups  include: 

•  Managerial,  Administrative  and  Related  occupations, 

especially  financial  management  and  financial  officers. 

e  All  the  Natural  Sciences,  Engineering  and  Mathematics 
occupations,  especially  systems  analysts  and  computer 
programmers. 

Occupations  where  an  oversupply  is  expected  to  occur  are: 
i  All  other  Managerial  occupations. 

0  Clerical  occupations,  especially  typists/clerk  typists, 

bookkeepers  and  accounting  clerks,  general  office  clerks, 
library/file  clerks,  and  insurance  clerks. 

5.2  Likely  Steps  to  Deal  with  Skills  Oversupply 

Attrition  was  the  most  commonly  cited  step  to  deal  with  an 
oversupply  of  skills  in  the  Managerial  and  Clerical  occupations. 
Other  steps  in  order  of  importance  were  layoffs  and  retraining 
(see  Table  12). 
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-  TABLE  11:  GENERAL  INSURANCE  SIC  721 

Results  of 

Question  6  Impact  of  Technology  on  Selected 

-  Occupations  in  Firms 

1985-1995 


Percent  of  Firms 


Occupations 

Oversupply 

Shortage 

No  Response 

MANAGERIAL,  ADMINISTRATIVE  AND 

RELATED 

•  Financial  Management 

11 

78 

11 

•  Financial  Officers 

23 

66 

11 

•  All  Other  Managerial 

42 

16 

42 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 

•  Systems  Analysts  and  Computer 
Programmers 

28 

47 

25 

CLERICAL 

•  Secretaries 

39 

14 

47 

•  Typists/Clerk  Typists 

(includes  Word  Processing  Operators) 

89 

0 

11 

•  Bookkeepers  and  Accounting  Clerks 

89 

0 

11 

•  Insurance  Clerks 

75 

0 

25 

•  EDP  Equipment  Operators 

50 

36 

14 

•  Library  File  Clerks 

78 

0 

22 

•  Claims  Adjustors 

31 

16 

53 

•  General  Office  Clerks 

89 

0 

11 

SALES 

•  Supervisor  of  Sales 

14 

14 

72 

•  Insurance  Salesmen  and  Agents 

14 

11 

75 
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-  TABLE  12:  GENERAL  INSURANCE  SIC  721 

Results  of 

Question  7  Steps  Firms  Will  Likely  Take  to  Deal  With  an 

-  OVERSUPPLY  of  Skills 

1985-1995 


Occupations 


MANAGERIAL,  ADMINISTRATIVE  AND 
RELATED 

•  Financial  Management 

•  Financial  Officers 
•All  Other  Managerial 

NATURAL  SCIENCES,  ENGINEERING 
AND  MATHEMATICS 

•  Systems  Analysts  and  Computer 
Programmers 

CLERICAL 

•  Secretaries 

•  Typists/Clerk  Typists  (includes 
Word  Processing  Operators) 

•  Bookkeepers  and  Accounting  Clerks 

•  Insurance  Clerks 

•  EDP  Equipment  Operators 

•  Library  File  Clerks 

•  Claims  Adjustors 

•  General  Office  Clerks 

•  Telephone  Operators 

SALES 

•  Supervisor  of  Sales 

•  Insurance  Salesmen  and  Agents 


Most 

Second 

Third 

Commonly 

Most 

Most 

Cited 

Common 

Common 

Attrition 

Retire 

(1) 

Attrition 

Retire 

(1) 

Attrition 

Layoffs 

Retire 

Attrition 

Layoffs 

(1) 

Attrition 

Retrain 

(1) 

Layoffs/ 

Attrition 

Retrain 

Transfer 

Layoffs 

Attrition 

Retrain 

Attrition 

Retrain 

Layoffs 

Attrition 

Layoffs 

Attrition 

Retrain 

Layoffs 

Attrition 

Attrition 

Layoffs 

Retrain 

Retrain 

Layof  f  s 

Attrition 

Attrition 

Retrain 

Layoffs 

Retrain 

Layoffs 

(1) 

Attrition 

Layoffs 

(1) 

Attrition 

(2) 

(2) 

(1)  Only  two  steps  mentioned. 

(2)  Only  one  step  mentioned. 
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-  XABLE  13:  GENERAL  INSURANCE  SIC  721 

Results  of 

Question  8  Steps  Firms  Will  Likely  Take  to  Deal  With  a 

-  SHORTAGE  of  Skills 

1985-1995 


Occupations 

Most 

Commonly 

Cited 

Second 

Most 

Common 

Third 

Most 

Common 

MANAGERIAL.  ADMINISTRATIVE  AND 
RELATED 

•  Financial  Management 

Recruit 

Upgrade 

Retrain 

•  Financial  Officers 

Recruit 

Upgrade 

Contract  Out 

•  All  Other  Managerial 

Recruit 

Upgrade 

Other 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 

•  Systems  Analysts  and  Computer 
Programmers 

Retrain 

Recruit 

Upgrade 

CLERICAL 

•  Secretaries 

Retrain 

Recruit 

(1) 

•  EDP  Equipment  Operators 

Retrain 

Recruit 

(1) 

•  Claims  Adjustors 

Upgrade 

Recruit 

(1) 

SALES 

•  Supervisor  of  Sales 

Recruit 

Upgrade 

(1) 

•  Insurance  Salesmen  and  Agents 

Recruit 

Upgrade 

(1) 

(1)  Only  two  steps  mentioned. 
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5.3  Likely  Steps  to  Deal  with  Skills  Shortages 

The  most  commonly  cited  steps  for  dealing  with  shortages  of 
skills  which  may  develop  are  recruitment  of  employees  and 
upgrading  the  skills  of  current  employees.  See  Table  13. 

In  the  Managerial,  Administrative  and  Related  and  the  Natural 
Sciences,  Engineering  and  Mathematics  occupations,  recruiting  and 
upgrading  of  employees  were  the  most  commonly  cited  steps  to  deal 
with  shortages.  Retraining  of  current  employees  and  recruiting 
were  cited  as  important  for  Clerical  occupations. 

5.4  Technology  Impact  on  Skill  Levels  and  Job  Content 

Respondents  were  asked  to  judge  the  expected  impact  of  new 
technology  on  selected  occupations  in  terms  of: 

•  skills  required, 

•  time  required  to  achieve  proficiency,  and 

•  knowledge  of  their  firms'  operations. 

Respondents  indicated  that  they  expect  skill  requirements  to 
increase  across  all  occupations. 

Respondents  expect  that  more  time  will  be  required  to  achieve 
proficiency  in  most  occupations,  except  many  clerical  posts. 
Respondents  were  more  divided  in  their  opinions  on  this  question 
than  on  the  question  of  skill  requirements. 

Similarly,  respondents  expect  that  more  knowledge  will  be 
required  of  firm's  operations,  particularly  in  managerial  and 
systems  jobs.  See  Table  14. 


TABLE  14:  GENERAL  INSURANCE 


SIC  721 


Results  of 

Question  9  Impact  of  Technology  on  Skill  Levels  and  Job  Content 


(1) 

Percent  of  Firms 


Time 

to  Achieve 

Knowledge 

of 

Skills 

Required 

Prof iciency 

Firm ' 

1  s  Operations 

Occupations 

+ 

- 

0 

+ 

- 

0 

+ 

- 

0 

MANAGERIAL,  ADMINISTRATIVE  AND 
RELATED 

•  Financial  Management 

100 

0 

0 

53 

25 

22 

100 

0 

0 

«  Financial  Officers 

100 

0 

0 

64 

25 

11 

78 

11 

11 

•  All  Other  Managerial 

89 

0 

11 

64 

25 

11 

89 

0 

11 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 
•  Systems  Analysts  and 

Computer  Programmers 

100 

0 

0 

64 

14 

22 

89 

11 

0 

CLERICAL 

•  Secretaries 

100 

0 

0 

50 

14 

36 

64 

36 

0 

•  Typists/Clerk  Typists  (includes 
Word  Processing  Operators) 

64 

36 

0 

25 

50 

25 

61 

14 

25 

•  Bookkeepers  and  Accounting 

Clerks 

89 

11 

0 

25 

25 

50 

64 

0 

36 

•  Insurance  Clerks 

78 

11 

11 

53 

36 

11 

64 

11 

25 

•  EDP  Equipment  Operators 

50 

11 

39 

25 

25 

50 

50 

0 

50 

•  Library  File  Clerks 

31 

16 

53 

16 

31 

53 

44 

15 

41 

•  Claims  Adjustors 

66 

11 

22 

53 

25 

22 

78 

0 

22 

•  General  Office  Clerks 

75 

14 

11 

50 

28 

22 

61 

14 

25 

SALES 

•  Supervisor  of  Sales 

82 

0 

18 

82 

0 

18 

82 

0 

18 

•  Insurance  Salesmen  and  Agents 

82 

0 

18 

63 

0 

37 

82 

0 

18 

+  increase  -  decrease 

(1)  Non-responses  excluded. 


0  remain  the  same 
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5.5  Training  Costs  and  New  Technology 

General  Insurance  Industry  respondents  estimate  that  they 
currently  spend  between  3  and  4  percent  of  their  total  labour 
costs  on  training.  This  proportion  is  expected  to  increase  to 
4.5  to  5.0  percent  by  1995.  Training  costs  related  to  new 
technology  are  expected  to  increase  from  24  percent  in  1984,  to 
about  40  percent  by  1995. 


INDUSTRIAL  RELATIONS:  INSURANCE  INDUSTRY 
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6.0  Labour  Relations  Envi ronment 

This  chapter  discusses  the  labour  relations  environment  in  the 
industry. 

6.1  Industrial  Relations  Environment:  Historical 


In  the  insurance  industries  in  Ontario  there  is  very  little  union 
representation  as  only  652  employees  are  unionized.  The  major 
union  is  an  independent  local  which  deals  with  the  Ontario 
Hospital  Association  and  in  doing  so  represents  64  percent  of  the 
unionized  employees.  Table  15  shows  the  breakdown  of  union 
agreements  in  the  Insurance  Industry.  The  Ontario  Hospital 
Association  has  the  only  union  agreement  with  more  than  200 
employees  and  has  no  clauses  recognizing  technological  change. 
Most  insurance  companies  have  employee  associations  which 
represent  employees  in  discussions  of  technological  change  and  in 
staffing  requirements.  Many  insurance  companies  have  found  it 
necessary  to  restructure  their  work  force  to  adapt  to  new 
technology,  through  a  combined  process  of  attrition  of  the 
clerical  staff  and  hiring  of  people  with  new  skills  (in  computer 
sciences  and  sales  oriented  occupations).  The  basic  requirement 
has  been  to  reduce  the  number  of  clerks  "who  would  do  what  they 
were  told"  and  increase  the  support  staff  that  can  "think  for 
themselves"  and  make  use  of  the  new  technologies  at  their 
di sposal . 

6.2  Trends  in  Unionization 


No  unionization  was  reported  by  the  respondents. 
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6.3  Nature  of  Worker  Involvement  in  the  Process  of  Technological 

Change 

Firms  were  asked  whether  they  had  a  formal  mechanism  for  worker 
participation  in  setting  production  and/or  sales  targets, 
improving  productivity  and/or  quality  and  adopting  new 
technol ogy . 

Only  25  percent  of  the  survey  respondents  indicated  that  they  had 
formal  mechanisms  for  setting  production  and  sales  targets  at  the 
company  level,  but  42  percent  had  such  mechanisms  at  the 
department  or  working  group  level. 

47  percent  have  formal  agreements  for  improving  productivity  and 
quality.  Only  11  percent  have  a  formal  means  of  gaining  workers' 
participation  in  adopting  new  technology. 

In  general,  medium  sized  firms  have  a  stronger  tendency  to 
formally  promote  worker  participation  than  do  small  firms. 

6.4  Views  on  Involving  Workers  in  Decisions  on  Adopting  New 

Technology 

Management  was  asked  to  what  extent  and  how  management  shoul d 
involve  workers  in  decisions  regarding  the  adoption  of  new 
technol ogies. 

58  percent  of  managers  believe  that  full  involvement  is 
desirable  and  16  percent  expressed  a  preference  for  providing 
information  only. 
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7.0  Planning  for  Technological  Change 

This  chapter  reports  survey  results  regarding  questions  related 
to  planning  for  technological  change.  A  summary  of  these  results 

appears  in  Table  16. 

The  survey  indicates  that  75  percent  of  the  industry  makes  use  of 
strategic  planning  techniques.  About  72  percent  have  a  human 
resource  plan  with  a  planning  horizon  of  6  years.  59  percent 
have  a  capital  investment  plan  for  the  next  five  years.  The 
small  firms  appear  to  be  less  organized  both  in  making  plans  and 
in  looking  ahead.  The  respondents  indicated  that  these  two  plans 
are  moderately  well  integrated. 


TABLE  16:  GENERAL  INSURANCE  SIC  721 
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scale  of  1  to  5;  1  represents  "Not  at  all  integrated"  and  5  "Highly  integrated" 
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SECTION  III  -  INSURANCE  BROKERS  AND  AGENTS 

PART  II  -  HISTORICAL  TRENDS  1971  -  1984 


2.0  INTRODUCTION 


This  Section  of  the  report  provides  an  historical  analysis  of  trends 
in  the  Insurance  Brokers  and  Agents  Industry  for  the  period  1971  to 
1984. 

2.1  The  Structure  of  the  Industry 

There  are  more  than  2,700  insurance  brokerage  firms  in  Ontario. 

Of  these,  600  are  sole  proprietorships  and  2,100  are  corporate 
partnerships.  There  are  also  about  2,800  independent  agents 
selling  general  insurance  (that  is,  property  and  casualty,  not 
life  insurance)  in  Ontario.  The  brokers  and  agents  together 
employ  about  20,000  people  and  annual  commissions  earned  in  1981 
were  about  $850  million.  Insurance  brokers  and  agents  act  as  the 
interface  between  the  primary  insurer  or  underwriter  and  the 
general  public.  Each  broker  will  represent  a  number  of  different 
insurers  and  will  direct  his  customers  to  the  insurer  whose 
insurance  coverage  and  price  appear  to  best  suit  the  customer. 
Broker  revenues  consist  of  a  commission  which  averages  14  to  15 
percent  of  the  premiums  written  (12.5  percent  on  automobile 
insurance  and  17  percent  on  other  lines). 

The  brokerage  industry  can  be  divided  into  three  segments: 

1.  The  ten  large  brokerage  firms  are  listed  in  Appendix  D, 

Table  D.14.  They  handle  the  "jumbo"  risks  of  large 
industrial  firms  and  compete  for  group  personal  insurance 
sold  to  large  groups  of  employees.  These  firms  accounted 
for  about  30  percent  of  the  Canadian  market  in  1981  and  are 
believed  to  handle  about  90  percent  of  the  insurance 
business  generated  by  large  companies.  Five  of  the  top  ten 
firms  are  foreign  owned  or  controlled  and  their 
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international  connections  give  them  a  special  advantage  in 
competing  for  the  business  of  foreign-owned  companies  here 
in  Canada.  The  largest  firm,  Reed  Stenhouse,  has  just 
announced  a  merger  with  Alexander  and  Alexander,  the  second 
largest  broker  in  the  United  States.  This  will  lead  to  a 
consolidation  of  Reed  Stenhouse  and  the  number  six  firm, 
Sedgwick  Alexander,  which  is  controlled  by  Alexander  and 
Alexander.  (Many  of  these  companies  are  also  major 
suppliers  of  employee  benefit  consulting,  but  those 
operations  are  not  included  in  this  report). 

2.  A  large  number  of  medium  sized  brokerages  (mostly  Canadian 
owned)  which  handle  commercial  insurance  for  small  and 
medium  sized  companies  in  manufacturing,  retailing  and 
service  industries.  They  tend  to  focus  on  a  regional 
market. 

3.  An  even  larger  number  of  small  brokers  who  sell  personal 
lines  of  insurance  to  individuals  to  insure  their  homes, 
cars  and  personal  effects  in  a  particular  community  or 
region. 

There  is  some  competition  among  these  three  segments  of  the 
business  -  the  jumbo  firms  sell  personal  lines  to  some  clients, 
for  example.  But  each  segment  tends  to  operate  in  a  fairly 
isolated  niche  in  the  marketplace.  Competition  is  also  segmented 
by  geography.  The  small  personal  lines  agency  and  the  medium 
sized  broker  will  sell  only  in  their  local  community.  However, 
the  big  firms  have  offices  across  Canada  (see  Table  D.14)  and 
even  in  other  countries. 

Independent  insurance  agents  differ  from  brokers  because  they 
represent  a  single  insurance  company.  They  operate  in  local 
markets,  often  from  their  own  home.  They  also  work  on  commission 
and  are  licensed  by  the  Ontario  Department  of  Insurance,  once 
they  have  been  sponsored  by  a  particular  company. 
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The  Province  of  Ontario  requires  all  employees  in  a  broker's 
office  who  deal  with  the  public  in  any  way  to  be  licensed  by  the 
Registered  Insurance  Brokers  of  Ontario  (RIBO).  The  RIBO  is  not 
a  government  agency,  but  was  set  up  by  the  industry  in  1981  to 
administer  the  industry.  It  is  responsible  for  monitoring 
solvency  and  for  setting  standards  of  education  and  financing. 
The  RIBO ' s  records  include  extensive  but  incomplete  information 
on  the  people  working  in  the  industry  because  they  exclude 
bookkeepers,  telephone  operators  and  any  "back  office"  staff. 

The  general  rule  of  thumb  is  that  every  active  broker  in  the 
industry  will  require  a  support  staff  of  2  to  3  people.  The 
Canadian  Federation  of  Insurance  Agents  and  Brokers  Associations 
estimated  in  a  recent  study  the  employment  structure  for  Canada 
shown  in  Table  D.15.  About  80  percent  of  the  employees  in  the 
industry  are  women. 

2.2  The  Market  Environment 


Insurance  brokers  are  paid  on  commission;  they  have  no  power  to 
set  insurance  premiums.  Their  main  role  is  to  identify  the 
customer's  insurance  needs  and  then  "shop"  for  appropriate 
coverage  from  the  insurance  companies  with  which  they  do 
business.  Earnings  depend  on  the  value  of  business  sold  and  the 
size  of  the  commission  which  is  negotiated.  Commission  rates 
have  been  falling  slowly  over  the  post  war  period  -  from  25 
percent  in  the  1 960 ' s  to  14-15  percent  in  the  1970's,  and  to  a 
recent  low  of  13.6  percent  in  1981  and  1982.  The  "hard  times" 
and  intense  competition  in  the  general  insurance  business  spill 
over  into  the  brokerage  industry  in  two  ways  -  price  cutting  on 
premiums  reduces  the  base  on  which  commissions  are  calculated, 
and  low  underwriting  profits  encourage  the  insurer  to  reduce 
commission  rates. 

The  industry  is  currently  engaged  in  a  serious  debate  about  how 
to  introduce  new  technologies  into  the  brokerage  side  of  the 
business.  Ideally,  the  broker  should  be  integrated  into  the 
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insurance  company's  central  files  on  policies  and  claims,  but  it 
is  difficult  to  tie  into  the  systems  of  numerous  different 
companies.  Large  brokers  can  represent  as  many  as  60  insurers 
and  smaller  brokers  will  typically  represent  6  to  10  insurers. 

Two  problems  arise: 

•  How  can  the  broker  maintain  the  flexibility  of  dealing  with 
numerous  insurers  and  still  have  his  information  system 
integrated  with  those  insurers? 

•  Once  the  decision  to  integrate  is  made,  who  bears  the  cost 
and  who  gains  the  benefits  of  integration?  About  30  percent 
of  brokers  are  already  extensively  computerized  and  another 
40  percent  have  respectable  computer  support.  However,  much 
of  their  existing  equipment  and  software  -  mostly  from  Wang 
and  GEAC  -  is  not  compatible  with  the  large  systems  in  place 
in  the  general  insurance  companies. 

The  ultimate  responses  to  these  two  questions  will  have  a 
significant  impact  on  the  structure  of  the  industry. 

The  brokerage  industry  appears  to  be  in  a  period  of 
consolidation,  after  five  years  of  low  profitability  and  strong 
competition  for  market  share.  In  the  past,  consolidation  has 
taken  place  through  a  series  of  mergers  since  that  is  the  most 
effective  way  for  an  expanding  company  to  acquire  a  new  list  of 
cl ients.1 

2.3  Industry  Trends 

Tables  D.16  and  D.17  present  key  industry  indicators  for  the 
years  1971  to  1984.  The  data  on  the  industry  is  severely 

^  See,  for  example,  Frank  Dougan,  "How  and  Why  Canada  Cured  Its 
Broker  Acquisition  Fever",  Risk  Management,  March,  1983. 
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limited.  Statistics  Canada  data  for  SIC  735  includes  both 
insurance  and  real  estate  brokers  and  agents.  Since  the  real 
estate  business  is  structured  differently,  follows  different 
cycles,  and  is  large  enough  to  swamp  the  trends  in  the  insurance 
agencies,  it  was  decided  not  to  use  this  data.  The  tables  are, 
therefore,  based  on  estimates  compiled  by  Currie,  Coopers  & 
Lybrand  from  a  combination  of  industry  sources  and  the  Federal 
and  Ontario  Superintendents  of  Insurance. 

2.3.1  Aggregate  Outpyt 


EXHIBIT  I 


1871  1872  1873  1874  1875  1878  1877  1878  1878  1980  1881  1882  1883  1884 


No  information  on  output  exists  for  this  industry  and  no 
deflators  are  available.  Tables  D.16  and  D.17,  therefore, 
present  estimates  of  Ontario  revenues. 

Estimated  commissions  of  Ontario  brokers  and  agents 
increased  from  $161  million  in  1973  (the  first  year  for 
which  data  is  available)  to  $378  million  in  1981,  an 
average  annual  gain  of  11.3  percent.  This  compares  with  an 
increase  of  14.1  percent  per  year  in  direct  premiums 
written  over  the  same  period.  Commissions  increased  very 
rapidly  from  1975  to  1978,  partly  because  total  direct 
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premiums  written  were  rising  quickly  from  1975  to  1977,  but 
also  because  the  estimated  average  commission  rate 
increased  from  14.2  percent  in  1977  to  15.5  percent  in 
1978.  After  that,  both  the  growth  in  volumes  and 
commission  rates  declined,  so  estimated  commissions 
declined  by  0.6  percent  in  1979,  rose  by  4.0  percent  in 
1980  and  then  jumped  12.8  percent  in  1981. 

2.3.2  Competitive  Position 

No  data  is  available  on  this  subject. 

2.3.3  Capital  Investment 

The  only  data  on  investment  is  that  for  insurance,  trust 
and  loan  companies  reported  on  pages  17  to  19  in 
Section  I. 

2.3.4  Employment 

The  discussion  of  employment  includes  an  analysis  of 
aggregate  trends  and  occupational  change. 

•  Aggregate  Trends 

The  data  available  in  Tables  D.16  and  D.17  are  not 
good  enough  to  allow  a  trend  analysis.  However,  the 
recent  introduction  of  computers  and  the  pressures  for 
consolidation  in  the  brokerage  industry  both  suggest 
that  employment  has  stopped  rising. 


PER  CENT  OF  TOTAL 
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•  Occupational  Changes 

EXHIBIT  2 

EMPLOYMENT  DISTRIBUTION 


INSURANCE  AND  REAL  ESTATE  AGENCIES 


Census  data  in  Table  D.18  indicate  that  total 
employment  in  the  insurance  and  real  estate  sector 
(SIC  735)  in  Ontario  increased  by  4.4  percent  per  year 
from  1971  when  it  was  30,710  to  1981  when  employment 
was  47,075.  However,  the  fastest  growth  occurred  in 
the  one  category  that  can  be  clearly  attributed  to 
real  estate  -  Real  Estate  Sales.  We  have  therefore 
removed  this  category  from  the  tabulations  (see  Table 
D.18).  This  does  not  eliminate  any  of  the  Clerical  or 
Managerial  employees  associated  with  real  estate,  but 
removes  at  least  one  distortion  in  applying  the  census 
data  to  insurance  brokers  and  agents.  The  revised 
total  shows  employment  rising  from  22,755  in  1971  to 
31,315  in  1981,  an  average  annual  increase  of  3.2 
percent. 


The  biggest  increases  in  employment  in  percentage 
terms  were  in  Managerial,  Administrative  and  Related 
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(5.5  percent)  and  in  Natural  Sciences,  Engineering  and 
Mathematics  (4.9  percent).  However,  the  biggest 
numerical  increases  were  in  Sales,  up  2,495  and 
Clerical  occupations,  up  3,730. 

There  is  not  much  detail  given  at  the  more  detailed 
occupational  level.  However,  the  biggest  increases 
were  in  insurance  sales  and  bookkeeping  occupations. 
Growth  in  typists  and  clerk-typists  was  below  the 
average  for  the  industry  and  the  number  of  sales 
supervisors  actually  declined. 

The  analysis  by  sex  in  Table  D.19  indicates  that 
female  representation  in  the  industry,  excluding  real 
estate  sales,  has  increased  from  48.7  percent  in  1971 
to  57.4  percent  in  1981.  The  total  increase  in  jobs 
was  6,910.  Over  half  of  this  increase  (3,870  jobs) 
occurred  in  Clerical  jobs,  and  almost  30  percent  was 
in  Sales  occupations.  Female  representation  is  rising 
in  all  occupational  groups  at  the  broad  occupational 
level.  The  biggest  increase  in  the  female  share  of 
jobs  occurred  in  Sales,  rising  from  12.7  to  26.9 
percent  of  total  employed  over  the  decade. 

At  the  more  detailed  occupational  level,  it  is  clear 
that  women  dominated  the  traditional  clerical 
positions,  but  they  made  new  inroads  in  both  sales 
supervision  and  insurance  sales  occupations,  raising 
their  representation  to  14.3  and  31.5  percent 
respectively. 
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PART  III  -  FUTURE  TRENDS:  THE  SURVEY  RESULTS 


Part  III  of  this  study  presents  the  survey  results  which  discuss  the 
firms'  surveyed  opinions  as  to  future  trends  in  technological 
adoption  and  employment  impacts. 

3.0  ADOPTION  OF  NEW  TECHNOLOGY 

This  chapter  reviews  the  expected  trends  in  the  adoption  of  new 
technologies  in  the  Insurance  Brokers  and  Agents  Industry  and  the 
factors  driving  the  need  for  and  affecting  the  rate  of  technology 
adoption. 

3.1  New  Technologies  and  Rates  of  Adoption 

Insurance  brokers  need  one  central  policy  data  file  so  they  can 
integrate  marketing,  client  service,  policy  insurance  and  word 
processing.  They  also  need  on-line  access  to  insurance  company 
rates,  coverage  and  terms.  In  the  United  States,  the  problem  of 
integrating  the  broker  and  insurance  company  systems  has  not 
arisen  to  the  same  degree  because  most  U.S.  companies  bill  the 
insurance  customer  directly.  In  Canada,  85  percent  of  personal 
insurance  is  billed  by  the  broker  or  agent  on  behalf  of  the 
insurance  company. 

The  advent  of  computers  and  communication  systems  in  the 
brokerage  sector  was  delayed  for  some  years  until  the  systems 
were  scaled  down  to  meet  their  needs.  Wang  and  GEAC  were  the 
first  two  companies  to  recognize  the  potential  of  this  market  and 
they  are  well  established.  But  each  broker  went  his  own  way  in 
the  1970's  and  the  industry  is  now  struggling  with  the  problem  of 
integration.  (Experts  compare  the  problem  to  the  introduction  of 
airline  reservation  systems  or  automated  banking,  but  point  out 
that  insurance  is  a  very  fragmented  industry  at  both  the 
wholesale  and  retail  level).  The  clear  implication  is,  however, 
that  the  industry  is  on  the  brink  of  a  major  new  wave  of 
technological  change. 


Opinions  differ  widely  on  the  potential  impact.  The  optimists 
argue  that  computers  plus  integrated  information  systems  will 
enable  the  industry  to  offer  a  new  range  of  services  -  mass 
marketing  of  personal  lines  through  payroll  deduction  schemes, 
for  example.  They  also  expect  that  integrated  information 
systems  will  allow  licensed  support  staff  to  be  the  "primary 
sales  contact"  with  customers  coming  in  to  make  inquiries.  This, 
they  argue,  will  upgrade  the  quality  of  some  jobs  in  the 
brokerage  office. 

The  pessimists1  are  concerned  about  job  loss  and  about 
polarization  of  the  workplace  into  an  office  with  no  intermediate 
positions  between  the  machine  operator  and  senior  professionals. 
This  will  limit  the  potential  for  the  people  at  the  bottom  of  the 
ladder  (mostly  women)  to  move  up  the  ladder.  This  is  especially 
important  in  the  insurance  business  because,  as  one  education 
specialist  pointed  out,  the  majority  of  insurance  professionals 
start  in  the  business  after  high  school  and  are  trained  by  a 
combination  of  on  the  job  learning  and  professional  upgrading 
through  courses  provided  by  the  industry.  He  also  said  that 
women  outnumber  men  on  these  courses  by  three  to  one. 

The  pace  of  technological  change  will  continue  strongly  through 
the  early  1990 ' s  for  all  the  technologies.  Table  2  summarizes 
the  percentage  of  firms  who  have  adopted  new  technologies  before 
1985,  or  will  by  1990,  or  will  after  1990  and  before  1995.  The 
following  provides  observations  on  the  survey  findings. 


An  unpublished  report  by  the  Canadian  Federation  of  Insurance 
Agent  &  Broker  Associations  forecasts  that  11,000  to  14,000  jobs 
will  be  lost  in  the  next  decade  in  Canada. 


TABLE  2:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 
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(1)  'O'  used  prior  to  1985  to  indicate  have  not  adopted.  '-'  used  for  period  1985-1990  and  1990-1995  to  indicate  respondents,  at  the 
ti«e  of  survey,  are  not  planning  to  adopt  this  technology  or  'don't  know'.  Responses  are  not  Mutually  exclusive. 
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In  general,  medium  firms  have  been  quicker  to  adopt  new 
technologies  than  small  firms.  The  period  1985  to  1990  will  be  a 
time  of  rapid  technological  change  for  the  small  firms, 
particularly  in  customer  sales  and  service  application. 

3.1.1  Customer  Sales  and  Service  Technologies 

The  industry  has  already  widely  adopted  such  new 
technologies  as  on-line  data  bases  and  computerized 
insurance  needs  analysis,  which  are  in  use  by  46  percent  of 
firms.  Brokerage  management  systems  and  automatic 
insurance  verification  are  also  in  use.  During  the  1985  to 
1990  period,  the  industry  intends  to  enlarge  its  use  of 
these  technologies  but  devote  even  greater  attention  to 
such  technologies  as  computerized  rating,  electronic  claims 
processing  and  computerized  contract  generation.  Firms  are 
indefinite  about  their  plans  after  1990  but  a  majority  of 
small  firms  mention  that  they  intend  to  purchase  and  set  up 
on-line  terminal  facilities  for  group  insurance  customers. 

3.1.2  Office  Automation  Technologies 

A  majority  of  the  industry  has  already  purchased  modern 
word  processing  systems  and  personal  computers  and  set  up 
an  internal  data  base  management  system.  Firms  will  build 
on  these  purchases  in  the  years  to  1990  and  also  extend 
their  use  of  local  area  networks,  electronic  filing  and 
computerized  decision  support.  The  first  half  of  the 
1990's  should  see  significant  purchases,  especially  by 
small  firms,  of  voice  activated  computers,  artificial 
intelligence  systems  and  integrated  work  stations. 

3.1.3  Telecommunications  Technologies 

The  only  technology  which  the  industry  as  a  whole  has 
adopted  widely  is  private  automatic  branch  exchanges,  in 
use  by  46  percent  of  firms.  Medium  sized  firms  are  also 
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TABLE 

3:  INSURANCE  AGENTS  AND  BROKERS 

SIC  735 

Results  of 

Question  4 

Most 

Important  Factors  Driving  Need 
to  Adopt  New  Technologies 

Percent  of 

Firms  by  Employment  Size 

Small 

Medium  Total 

Factor 

(50-199) 

(200-999) 

Firms 

COMPETITIVE 

First 

40 

67 

46 

PRESSURES 

Second 

0 

0 

0 

Third  (1) 

40 

0 

32 

Weighted  Importance 

1.6 

2.0 

1.7 

CUSTOMER 

First 

20 

33 

23 

DEMANDS  FOR 

Second 

0 

0 

0 

CHANGES 

Third 

0 

0 

0 

Weighted  Importance 

0.6 

1.0 

0.7 

INCREASE 

First 

0 

0 

0 

PROFITABILITY 

Second 

20 

0 

16 

Third 

0 

0 

0 

Weighted  Importance 

0.4 

0.0 

0.3 

INCREASE 

First 

40 

0 

32 

PRODUCTIVITY 

Second 

0 

33 

7 

Third 

0 

67 

14 

Weighted  Importance 

1.2 

1.3 

1.2 

INCREASE 

First 

0 

0 

0 

MANAGEMENT 

Second 

0 

0 

0 

INFORMATION 

Third 

40 

0 

32 

Weighted  Importance 

0.4 

0.0 

0.3 

INCREASE 

First 

0 

0 

0 

QUALITY 

Second 

20 

33 

23 

Third 

0 

33 

7 

Weighted  Importance 

0.4 

1.0 

0.5 

LOWER  COSTS 

First 

0 

0 

0 

Second 

20 

33 

23 

Third 

0 

0 

0 

Weighted  Importance 

0.4 

0.7 

0.5 

INCREASE  SKILLS/ 

First 

0 

0 

0 

ORGANIZATIONAL 

Second 

20 

0 

16 

CAPABILITY 

Third 

0 

0 

0 

Weighted  Importance 

0.4 

0.0 

0.3 

ENTER  NEW 

First 

0 

0 

0 

MARKETS/ 

Second 

20 

0 

16 

GROWTH 

Third 

0 

0 

0 

Weighted  Importance 

0.4 

0.0 

0.3 

(1)  Weighted  Importance  =  (First  %  x  3)  +  (Second  %  x  2)  +  (Third  %  x  1) 
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using  facsimile  machines  and  video  conferencing.  However, 
the  next  ten  years,  especially  after  1990,  will  see 
investment  in  electronic  mail,  voice  mail,  satellite 
systems  and  fibre  optics  communications.  Small  firms  will 
make  up  for  the  slight  lag  in  adoption  behind  medium  sized 
firms  in  many  cases  by  1995. 

3.2  Forces  Driving  the  Need  to  Adopt  New  Technology 

A  few  key  forces  are  driving  the  industry  to  adopt  new 
technologies.  Table  3,  opposite,  summarizes  the  results  of  the 
survey.  Both  small  and  medium  firms  ranked  these  factors  in  the 
same  order.  The  most  important  ones  are: 

•  Increase  competition.  The  need  to  keep  up  with  the 
competition  in  terms  of  controlling  costs  and  providing  new 
services.  This  was  of  prime  importance  to  the  medium  firms 
in  particular. 

•  Increase  productivity.  The  industry  recognizes  the  need  to 
gain  greater  control  of  the  paper  flow.  Small  firms  ranked 
this  of  equal  importance  with  competition  while  the  medium 
firms  rank  it  highly  as  third. 

•  Customer  demands  for  changes. 

3.3  Factors  that  Could  Slow  the  Rate  of  Technology  Adoption 

The  survey  participants  identified  the  single  most  important 
factor  that  could  slow  the  rate  of  technology  adoption  as  the 
cost  of  new  technology.  Medium  firms  put  this  first  and  small 
firms  second  (See  Table  4,  opposite). 

The  second  most  commonly  cited  factor  that  could  slow  adoption  of 
technology  is  the  ability  to  finance.  This  was  rated  first  by 
small  firms. 

The  third  most  common  factor  was  poor  economic  conditions,  of 
equal  concern  to  the  small  firms  as  the  cost  of  new  technology. 
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TABLE  4: 

INSURANCE  AGENTS  AND  BROKERS 

SIC  735 

Results  of 
Question  5 

Most  Important 
of 

Factors  that  Could  Slow  the  Rate 
New  Technology  Adoption 

Percent  of  Firms  by  Employment  Size 

Factor 

Small  Medium 

(50-199)  (200-999) 

Total 

Firms 

ABILITY  TO 

First 

40 

0 

32 

FINANCE 

Second 

0 

0 

0 

Third  (1) 

0 

0 

0 

Weighted  Importance 

1.2 

0.0 

1.0 

COST  OF  NEW 

First 

20 

100 

37 

TECHNOLOGY 

Second 

20 

0 

16 

Third 

0 

0 

0 

Weighted  Importance 

1.0 

3.0 

1.4 

COMPETITIVE 

First 

0 

0 

0 

ENVIRONMENT 

Second 

20 

0 

16 

Third 

0 

0 

0 

Weighted  Importance 

0.4 

0.0 

0.3 

POOR  ECONOMIC 

First 

20 

0 

16 

CONDITIONS 

Second 

20 

0 

16 

Third 

0 

33 

7 

Weighted  Importance 

1.0 

0.3 

0.9 

UNION 

First 

0 

0 

0 

RESISTANCE 

Second 

0 

0 

0 

Third 

0 

33 

7 

Weighted  Importance 

0.0 

0.3 

0.1 

LACK  OF  SKILLS 

First 

0 

0 

0 

AND/OR  KNOW-HOW 

Second 

20 

33 

23 

TO  IMPLEMENT 

Third 

0 

0 

0 

Weighted  Importance 

0.4 

0.7 

0.5 

LACK  OF  NEW 

First 

20 

0 

16 

TECHNOLOGY 

Second 

0 

33 

7 

STANDARDIZATION 

Third 

0 

0 

0 

Weighted  Importance 

0.6 

0.7 

0.6 

UNWILLINGNESS 

First 

0 

0 

0 

TO  CHANGE 

Second 

0 

33 

7 

Third 

0 

0 

0 

Weighted  Importance 

0.0 

0.7 

0.1 

ALL  OTHERS 

First 

0 

0 

0 

Second 

0 

0 

0 

Third 

20 

0 

16 

Weighted  Importance 

0.2 

0.0 

0.2 

(1)  Weighted  Importance  =  (First  %  x  3)  +  (Second  %  x  2)  +  (Third  %  x  1) 
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4.0  INDUSTRY  OUTLOOK  TO  1995 


This  chapter  reviews  the  anticipated  outlook  for  the  Insurance 
Brokers  and  Agents  Industry  in  terms  of  aggregate  output  (i.e., 
commissions  earned  in  Ontario),  investment  plans,  aggregate 
employment  and  changes  in  occupational  structure  to  1995. 


4.1  Output  to  1995 

Insurance  correni ssions  in  (current  dollars)  increased  by  2  to  3 
percent  per  year  in  1983  and  1984.  They  are  expected  to  rise  by 
6.5  percent  in  1985  and  to  grow  at  an  average  annual  rate  of  5 
percent  per  year  from  1985  to  1995.  However,  there  is  a  sharp 
divergence  in  the  views  of  small  and  medium  firms.  Medium  firms 
(with  over  200  employees)  experienced  sharp  declines  in 
commissions  in  1983  and  1984.  They  expect  a  good  recovery  in 
1985,  but  are  much  more  cautious  about  future  growth  than  the 
small  firms.  They  project  increases  of  2.5  percent  per  year 
compared  to  a  bouyant  6  percent  per  year  for  small  firms.  These 
figures  may  be  affected  by  confusion  over  whether  or  not  to 
adjust  for  inflation,  although  the  questionnaire  asked  for 
current  dollar  estimates.  The  survey  results  are  summarized  in 
Table  5. 


4.2  Investment  Patterns 


The  firm  respondents  indicate  that  the  level  of  investment  in  the 
industry  is  expected  to  be  in  excess  of  $2.5  million  during  the 
period  1985  to  1990.  Of  that  amount,  63  percent  will  take  the 
form  of  machinery  and  equipment  investment.  About  75  percent  of 
plant  and  equipment  investment  expenditure  will  be  related  to  new 
technology.  The  survey  results  indicate  a  decline  in  investment 
to  $1.5  million  in  1990  to  1995,  with  machinery  accounting  for  90 
percent  of  the  total.  66  percent  of  that  capital  investment  will 
be  related  to  new  technology. 


TABLE  5:  INSURANCE  AGENTS  AND  BROKERS 


SIC  735 


Results  of 

Question  1  Commissions  Earned  in  Ontario 


(1) 

Average  Annual  Compound  Rate  of  Change 
(in  Constant  Dollars) 


Estimated  Expected 


Firms  by 

1982- 

1983- 

1984- 

1985- 

1990- 

Employment  Size 

1983 

1984 

1985 

1990 

1995 

Small  (50-199) 

6.0 

4.5 

6.0 

6.0 

1  o 

i 

i  <fi 

i 

Medium  (200-999) 

-6.5 

-6.5 

8.5 

2.5 

2.5 

Total  Firms 

3.0 

2.0 

6.5 

5.0 

5.0 

(1)  Rounded  to  closest  0.5% 
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4.2.1  Justifying  Financial  Investment  in  New  Technology 

As  with  other  investment,  new  technology  investment  is 
subjected  to  formal  tests  of  profitability.  Small  firms 
in  the  industry  appear  to  require  a  return  on  investment 
of  about  15  percent  to  justify  the  application  of  funds. 
About  16  percent  of  firms  use  a  return  on  investment 
criterion.  Likewise,  those  who  use  a  pay-back  criterion 
(53  percent  of  the  industry  including  all  the  medium  sized 
firms)  look  for  investment  to  pay  for  itself  within  four 
years  (Table  6). 

4.2.2  Source  of  New  Capital  Spending 

85  percent  of  the  firms  surveyed  expect  to  finance  the 
anticipated  investment  programs  from  internal  funds.  This 
includes  90  percent  of  the  small  firms  and  67  percent  of 
medium  firms.  See  Table  7. 

4.3  Employment  to  1995 

This  section  reviews  expected  trends  in  employment  patterns  and 
outlines  the  most  important  factors  affecting  aggregate  industry 
employment  in  Ontario. 

4.3.1  Factors  Affecting  Employment 

Firms  in  the  Insurance  Brokers  and  Agents  Industry 
identified  the  most  important  factor  affecting  their 
employment  level  in  Ontario  as  the  ability  to  increase 
sales  and  market  share.  The  next  most  important  factor  is 
the  introduction  of  new  technology  and  third  is 
profitability  or  financial  strength. 

The  "other"  factor  mentioned  was  the  extent  of  merger  or 
acquisition  activity  in  the  industry.  See  Table  8. 
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TABLE  6:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of  ‘ 

Question  17e  Justifying  Financial  Investment  in 

-  New  Technology 


Firms  by 
Employment  Size 


Small  (50-199) 
Medium  (200-999) 
Total  Firms 


Pay-Back  Period 


Return  on  Investment 


%  of  Firms 

Using  Average 

Pay-Back  Period 


%  of  Firms 

Using  Average 

ROI  Rate 


(Years)  (%) 

40 
100 
53 


4  20  15.0 

5  0 

4  16  15.0 


Answers  not  mutually  exclusive. 


TABLE  7:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of 

Question  17f  Source  of  Funds  for 

-  New  Technology  Spending 


Firms  by 


Employment  Size 

Internal  Funds 

External  Funds 

Percent 

Percent 

Small  (50-199) 

90 

10 

Medium  (200-999) 

67 

33 

Total  Firms 

85 

15 

107 


-  TABLE  8:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of 

Question  11a, b,c  Most  Important  Factors  Affecting 

-  The  Firms'  Employment  in  Ontario 


Percent  of  Firms  by  Employment  Size 


Small 

Medium 

Total 

Factor 

(50-199) 

(200-999) 

Firms 

PROFITABILITY/ 

First 

20 

0 

16 

FINANCIAL 

Second 

40 

0 

32 

STRENGTH 

Third  (1) 

0 

0 

0 

Weighted  Importance 

1.4 

0.0 

1 .  1 

INCREASE  SALES/ 

First 

40 

67 

46 

INCREASE  MARKET 

Second 

0 

0 

0 

SHARE 

Third 

0 

33 

7 

Weighted  Importance 

1.2 

2.3 

1.4 

INTRODUCTION  OF 

First 

0 

33 

7 

NEW  TECHNOLOGY 

Second 

40 

33 

39 

Third 

20 

33 

23 

Weighted  Importance 

1.0 

2.0 

1.2 

AVAILABILITY  OF 

First 

0 

0 

0 

NECESSARY  SKILLS 

Second 

0 

0 

0 

Third 

20 

0 

16 

Weighted  Importance 

0.2 

0.0 

0.2 

INDUSTRY-WIDE 

First 

40 

0 

32 

GROWTH 

Second 

0 

0 

0 

Third 

0 

0 

0 

Weighted  Importance 

1.2 

0.0 

1.0 

ALL  OTHERS 

First 

0 

0 

0 

Second 

0 

67 

14 

Third 

0 

0 

0 

Weighted  Importance 

0.0 

1.3 

0.3 

(1)  Weighted  Importance  =  (First  %  x  3)  +  (Second  %  x  2)  +  (Third  %  x  1) 
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4.3.2  Employment  Outlook 

The  firms  surveyed  indicate  that  the  Insurance  Brokers  and 
Agents  Industry  expects  employment  to  increase  by 
2.5  percent  in  1985  and  to  continue  at  that  level  of 
increase  until  1990.  For  the  period  1990  to  1995,  they 
expect  employment  to  average  1.5  percent  growth  per  annum 
(see  Table  9,  over).  Again  small  firms  are  much  more 
optimistic  than  medium  firms  which  foresee  growth 
averaging  0.5  percent  per  year  to  1995. 

4.3.3  Trends  in  Part-Time  Work 

Part-time  employment  currently  accounts  for  1.5  percent  of 
total  employment  in  the  industry.  Survey  respondents 
expect  that  part-time  employment  will  increase  to  2.5 
percent  by  1985  and  to  4  percent  by  1995.  Small  firms 
will  become  especially  dependent  on  part-time  employees; 
they  will  rise  to  7.5  percent  of  the  total  by  1995. 

4.4  Changes  in  Occupational  Structure 

Table  10  shows  trends  in  firms'  occupational  structure  in  the 
Insurance  Agents  and  Brokers  Industry  from  1981  to  1995.  Each 
major  occupational  group  is  expressed  as  a  percent  of  total 
industry  employment,  by  year.  Trends  over  time  for  minor 
occupational  groups  are  expressed  as:  +,  increasing  share  of 
total  employment;  decreasing  share  of  total  employment;  and  o, 
no  change  in  share  of  industry  employment. 
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-  TABLE  9:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of 

Question  lid  Firms'  Employment  Trends  in  Ontario 


Total  Employment  and  Average 
Annual  Compound  Rate  of  Change  (1) 


Estimated 

Expected 

Rate 

Rate 

Firms  by 

1981- 

1984- 

1985- 

1990- 

Employment  Size 

1984 

1985 

1990 

1995 

Small  (50-199) 

2.0 

6.5 

6.0 

3.0 

Medium  (200-999) 

1.0 

0.5 

0.5 

0.5 

Total  Firms 

1.0 

2.5 

2.5 

1.5 

(1)  Rounded  to  closest  0.5%. 


no 


-  TABLE  10:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of 

Question  12  Trends  in  Firms'  Occupational  Structure 


Percent  of  Total  Employment  by 
Selected  Occupational  Categories 


Estimated  Expected 


Occupations 

1981 

1984 

1985 

1990 

1995 

— 

— 

— 

— 

— 

MANAGERIAL,  ADMINISTRATIVE 

AND  RELATED 

9.9 

12.8 

12.9 

12.5 

12.0 

•  Financial  Management 

+ 

0 

- 

- 

•  Financial  Officers 

+ 

0 

- 

- 

•  All  Other  Managerial 

+ 

+ 

— 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 
®  Systems  Analysts  and 

3.6 

3.5 

3.6 

3.4 

4.1 

Computer  Programmers 

- 

+ 

+ 

+ 

©All  Other 

0 

0 

- 

- 

CLERICAL 

51.0 

49.3 

48.4 

47.7 

46.4 

•  Secretaries 

- 

- 

0 

0 

•  Typists/Clerk  Typists 
(includes  Word  Processing 

Operators ) 

- 

- 

0 

0 

•  Bookkeepers  and  Accounting 

Clerks 

- 

- 

- 

- 

•  Insurance  Clerks 

- 

0 

0 

0 

e  EDP  Equipment  Operators 

+ 

0 

+ 

0 

©  Library  File  Clerks 

+ 

0 

0 

- 

•  Claims  Adjustors 

0 

0 

0 

0 

»  General  Office  Clerks 

0 

0 

- 

0 

•  All  Other  Clerks 

0 

0 

0 

0 

SALES 

®  Supervisor  of  Sales 
®  Insurance  Salesmen  and  Agents 

26.0 

25.1 

+ 

25.8 

0 

+ 

27.8 

+ 

28.8 

+ 

+ 

OTHER  OCCUPATIONS 

9.5 

9.3 

9.4 

8.5 

8.7 

TOTAL 

100% 

100% 

100% 

100% 

100% 

+  increase 


-  decrease 


0  no  change 


-  Ill 


The  1971  Canadian  Classification  and  Dictionary  of  Occupations 
was  used  to  classify  and  describe  the  occupations  outlined  in 
Table  10.  Survey  respondents  were  provided  with  a  detailed 
description  of  each  occupation;  however,  in  some  cases, 
differences  in  interpretation  of  the  classifications  occurred. 

Table  10  suggests: 

•  a  significant  increase  in  Managerial  Administrative  and 
Related  occupations  from  1981  to  1985,  followed  by  a  slight 
decline  to  12  percent  by  1995. 

•  a  modest  increase  in  Natural  Sciences,  Engineering  and 
Mathematics  occupations.  These  occupations  represented 
3.6  percent  of  total  employment  in  1981.  By  1995,  their 
share  of  the  total  is  expected  to  increase  to  4.1  percent 
with  systems  analysts  and  computer  programmers  increasing 
their  share  of  employment. 

•  a  significant  decline  in  Clerical  jobs  from  51.0  percent  in 
1981  to  48.4  percent  in  1985  to  46.4  percent  by  1995. 
Amongst  individual  occupations,  bookkeepers  and  accounting 
clerks  will  contribute  to  the  declining  share  of  total 
employment. 

•  a  significant  increase  in  Sales  positions  from  25.8  percent 
in  1985  to  28.8  percent  by  1990.  Insurance  salesmen  and 
agents  are  expected  to  contribute  to  this  increase. 
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5.0  EMPLOYMENT  EFFECTS  OF  NEW  TECHNOLOGY 

This  chapter  reviews  the  survey  results  on  the  employment  effects  of 
new  technology  in  terms  of  skills  match  and  requirements  and  impact 
on  skill  levels  and  job  content. 

5.1  Effects  on  Occupations 

Table  11  summarizes  firms'  views  on  how  technology  will  affect 
their  occupational  requirements.  The  table  indicates  that 
opinions  about  shortages  and  oversupply  are  very  mixed. 
Occupations  where  there  is  a  clear  plurality  of  firms  expecting 
oversupply  in  the  period  1985  to  1995  are  all  in  the  Clerical 
group.  They  include: 

•  Secretaries; 

•  Typists/clerk  typists;  and 

®  Library/file  Clerks. 

Occupations  where  shortages  are  expected  to  occur  are: 

•  Systems  analysts  and  computer  programmers; 

•  EDP  equipment  operators; 

t  Supervisor  of  sales;  and 

•  Insurance  salesmen  and  agents. 


5.2  Likely  Steps  to  Deal  with  Skills  Oversupply 

Attrition  was  the  most  commonly  cited  step  to  deal  with  an 
oversupply  of  skills  in  all  the  occupational  categories. 
Other  steps  in  order  of  importance  were: 

•  Retraining, 

•  Lateral  transfers,  and 

9  Upgrading. 
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-  TABLE  11;  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of 

Question  6  Impact  of  Technology  on  Selected 

-  Occupations  In  Firms 

1985-1995 


Percent  of  Firms 


Occupations 

Oversupply 

Shortage 

No  Response 

MANAGERIAL, 
RELATED 
•  Financial 

ADMINISTRATIVE  AND 

Management 

23 

23 

54 

•  Financial 

Officers 

23 

23 

54 

•  All  Other 

Managerial 

39 

23 

39 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 

•  Systems  Analysts  and  Computer 
Programmers 

16 

61 

23 

CLERICAL 

•  Secretaries 

54 

23 

23 

•  Typists/Clerk  Typists 

(includes  Word  Processing  Operators) 

61 

16 

23 

•  Bookkeepers  and  Accounting  Clerks 

46 

54 

0 

•  Insurance  Clerks 

32 

46 

23 

•  EDP  Equipment  Operators 

7 

54 

39 

•  Library  File  Clerks 

53 

16 

32 

•  Claims  Adjustors 

0 

23 

77 

•  General  Office  Clerks 

46 

16 

39 

SALES 

•  Supervisor  of  Sales 

0 

39 

61 

•  Insurance  Salesmen  and  Agents 

0 

68 

32 

OTHER  OCCUPATIONS 

0 

8 

92 
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-  TABLE  12:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of  ' 

Question  7  Steps  Firms  Will  Likely  Take  to  Deal  With  an 

-  OVERSUPPLY  of  Skills 

1985-1995 


Occupations 

MANAGERIAL,  ADMINISTRATIVE 

AND  RELATED 

Most 

Commonly 

Cited 

Second 

Most 

Common 

Third 

Most 

Common 

®  Financial 

Management 

Attrition 

Retrain 

(1) 

•  Financial 

Officers 

Attrition 

Retrain 

(1) 

®  All  Other 

Managerial 

Attrition 

Retrain 

(1) 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 

•  Systems  Analysts  and 

Computer  Programmers 

Attrition 

Upgrade 

Relocate 

CLERICAL 

9 

Secretaries 

Attrition 

Retrain 

Upgrade 

• 

Typists/Clerk  Typists 

(includes  Word  Processing 

Operators ) 

Attrition 

Upgrade 

Retrain 

• 

Bookkeepers  and  Accounting 

Clerks 

Attrition 

Lateral 

Transfer 

Retrain 

• 

Insurance  Clerks 

Attrition 

Lateral 

Transfer 

(1) 

• 

EDP  Equipment  Operators 

Attrition 

Retrain 

(1) 

9 

Library  File  Clerks 

Attrition 

Shorter 

Hours 

Upgrade 

9 

General  Office  Clerks 

Attrition 

Layoff 

Retrain 

(1)  Only  two  steps  mentioned. 
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-  TABLE  13:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of 

Question  8  Steps  Firms  Will  Likely  Take  to  Deal  With  a 

-  SHORTAGE  of  Skills 

1985-1995 


Occupations 

Most 

Commonly 

Cited 

Second 

Most 

Common 

Third 

Most 

Common 

MANAGER I AL ,  ADM I N I STRAT I VE 

AND  RELATED 
•  Financial  Management 

Upgrade 

Retrain 

Recruit 

•  Financial  Officers 

Upgrade 

Retrain 

Recruit 

•All  Other  Managerial 

Upgrade 

Recruit 

(1) 

NATURAL  SCIENCES,  ENGINEERING 

AND  MATHEMATICS 

•  Systems  Analysts  and 

Computer  Programmers 

Recruit 

Contract  Out 

Upgrade 

CLERICAL 

•  Secretaries 

Recruit 

(2) 

(2) 

•  Typists/Clerk  Typists 

(includes  Word  Processing 

Operators ) 

Recruit 

(2) 

(2) 

•  Bookkeepers  and  Accounting 

Clerks 

Recruit 

Retrain 

(1) 

•  Insurance  Clerks 

Recruit 

Retrain 

(1) 

•  EDP  Equipment  Operators 

Recruit 

Upgrade 

(1) 

•  Library  File  Clerks 

Recruit 

(2) 

(2) 

•  Claims  Adjustors 

Recruit 

Upgrade 

(1) 

•  General  Office  Clerks 

Recruit 

(2) 

(2) 

SALES 

•  Supervisor  of  Sales 

Upgrade 

Retrain 

Recruit 

•  Insurance  Salesmen  and  Agents 

Recruit 

Upgrade 

(1) 

OTHER  OCCUPATIONS 

Upgrade 

Retrain 

Recruit 

(1)  Only  two  steps  mentioned. 

(2)  Only  one  step  mentioned. 
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The  ranking  of  these  steps  by  occupation  is  outlined  in 
Table  12. 

5.3  Likely  Steps  to  Deal  with  Skills  Shortages 

The  most  commonly  cited  steps  for  dealing  with  shortages  of 
skills  which  may  develop  are  recruitment  of  employees  and 
upgrading  the  skills  of  current  employees.  See  Table  13. 

In  the  Managerial,  Administrative  and  Related  occupations, 
upgrading  of  employees  was  the  most  commonly  cited  step  to  deal 
with  shortages.  In  Clerical  and  Sales  occupations,  recruiting 
was  the  most  common  response. 

5.4  Technology  Impact  on  Skill  Levels  and  Job  Content 

Respondents  were  asked  to  judge  the  expected  impact  of  new 
technology  on  selected  occupations  in  terms  of: 

«  skills  required, 

•  time  required  to  achieve  proficiency,  and 

§  knowledge  of  their  firms'  operations. 

Respondents  indicated  that  they  expect  skill  requirements  to 
increase  across  most  occupations.  (See  Table  14.) 

Respondents  expect  that  more  time  will  be  required  to  achieve 
proficiency  in  Management  and  Sales  occupations;  however, 
respondents  were  more  divided  in  their  opinions  on  this  question 
than  on  the  question  of  skill  requirements. 

Similarly,  respondents  expect  that  more  knowledge  will  be 
required  of  firm's  operations  in  Managerial  and  Sales 
occupations.  There  was  less  consensus  about  the  need  for  this 
knowledge  in  the  Clerical  occupations. 
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-  TABLE  14:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 

Results  of 

Question  9  Impact  of  Technology  on  Skill  Levels  and  Job  Content 


(1) 

Percent  of  Firms 


Time  to  Achieve  Knowledge  of 

Skills  Required  Proficiency  Firm's  Operations 


Occupations 

+ 

- 

0 

+ 

- 

0 

+ 

0 

— 

— 

— 

— 

““  ~ 

— 

— 

—  — 

—  ~ 

MANAGERIAL,  ADMINISTRATIVE 

AND  RELATED 
•  Financial  Management 

100 

0 

0 

61 

7 

32 

68 

0 

32 

•  Financial  Officers 

100 

0 

0 

59 

7 

34 

66 

0 

34 

•  All  Other  Managerial 

100 

0 

0 

37 

11 

51 

74 

0 

26 

NATURAL  SCIENCES,  ENGINEERING 
AND  MATHEMATICS 
•  Systems  Analysts  and 

Computer  Programmers 

30 

20 

50 

9 

20 

71 

39 

0 

61 

CLERICAL 
•  Secretaries 

83 

8 

8 

27 

8 

65 

46 

8 

46 

•  Typists/Clerk  Typists 
(includes  Word  Processing 
Operators ) 

75 

8 

17 

19 

8 

73 

38 

8 

54 

•  Bookkeepers  and 

Accounting  Clerks 

86 

0 

14 

39 

16 

46 

39 

16 

46 

•  Insurance  Clerks 

93 

0 

7 

46 

0 

54 

61 

16 

23 

•  EDP  Equipment  Operators 

54 

19 

27 

17 

19 

65 

46 

0 

54 

•  Library  File  Clerks 

65 

27 

8 

27 

27 

46 

56 

10 

33 

•  Claims  Adjustors 

85 

0 

15 

15 

0 

85 

50 

0 

50 

•  General  Office  Clerks 

65 

27 

8 

27 

27 

46 

46 

27 

27 

SALES 

•  Supervisor  of  Sales 

100 

0 

0 

80 

0 

21 

80 

0 

21 

•  Insurance  Salesmen 
and  Agents 

84 

0 

16 

61 

7 

32 

53 

0 

48 

OTHER  OCCUPATIONS 

100 

0 

0 

100 

0 

0 

100 

0 

0 

+  increase  -  decrease 
i  (1)  Non-responses  excluded. 


1 


0  remain  the  same 
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5.5  Training  Costs  and  New  Technology 

Insurance  agents  and  brokers  estimate  that  they  currently  spend 
about  1.5  to  2.0  percent  of  their  total  labour  costs  on  training. 
This  proportion  is  expected  to  increase  to  2.5  to  3.0  percent  by 
1995.  Training  costs  related  to  new  technology  is  not  expected 
to  increase  from  about  35  percent  experienced  today. 
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6.0  Labour  Relations  Environment 


This  chapter  discusses  the  labour  relations  environment  in  the 
i ndustry. 

6.1  Industrial  Relations  Environment:  Historical 


The  Insurance  Agents  and  Brokers  Industry  has  less  than  1  percent 
of  its  employees  unionized. 

6.2  Nature  of  Worker  Involvement  in  the  Process  of  Technological 

Change  ”  “  ” ” 

Firms  were  asked  whether  they  had  a  formal  mechanism  for  worker 
participation  in  setting  production  and/or  sales  targets, 
improving  productivity  and/or  quality  and  adopting  new 
technol ogy . 

80  percent  of  the  small  firms  and  100  percent  of  the  medium  firms 
have  formal  mechanisms  for  setting  production  and  sales  targets. 

75  percent  of  small  firms  and  all  medium  firms  have  formal 
agreements  for  improving  productivity  and  quality,  but  only  50 
percent  of  the  small  firms  and  all  the  medium  firms  have  a  formal 
means  of  gaining  workers'  participation  in  adopting  new 
technology. 

6.3  Views  on  Involving  Workers  in  Decisions  on  Adopting  New 

Technol ogy"~  — 

Management  and  union  leaders  were  asked  to  what  extent  and  how 
should  management  involve  workers  in  decisions  regarding  the 
adoption  of  new  technologies. 

All  the  medium  firms  expressed  the  need  for  full  worker 
involvement  in  the  process  of  adopting  new  technology;  however, 
small  firms  differ  as  to  the  proper  extent  and  nature  of 
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involvement.  Only  33  percent  favour  prior  consultation  with 
respect  to  the  decision  to  introduce  new  technology,  and  33 
percent  of  the  small  firms  believe  that  workers  should  have  no 
involvement  at  all.  The  remaining  33  percent  favour  explaining 
the  need  for  technological  change  as  it  occurs. 
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7.0  Planning  for  Technological  Change 

This  chapter  reports  survey  results  regarding  questions  related 
to  planning  for  technological  change.  A  summary  of  these  results 
appears  in  Table  15. 

The  survey  indicates  that  only  46  percent  of  the  industry  makes 
use  of  strategic  planning  techniques.  However,  61  percent  have  a 
human  resource  plan  with  a  planning  horizon  of  5  years  and  42 
percent  have  a  capital  investment  plan.  These  two  plans  are 
moderately  well  integrated,  where  they  exist.  Generally  the 
smaller  firms  are  less  well  established  in  planning  for  new 
technology,  but  the  level  of  integration  is  the  same  for  both  the 
small  and  medium  firms. 


TABLE  15:  INSURANCE  AGENTS  AND  BROKERS  SIC  735 
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PART  IV  -  APPENDICES 


Part  IV  of  this  report  presents  the  appendices  referred  to  in  Parts  I 
and  II. 


These  appendices  are: 


Appendix 

Title 

Reference 

A 

Firm  Employment  Size  Categories 

Used  in  the  Survey  of  the 

Insurance  Agents  and  Brokers 

Part  I 

B 

Questionnaire 

Responses  by  Question 

•  Life  Insurance 

•  General  Insurance 

•  Insurance  Agents  and  Brokers 

Part  I 

Part  II 

C 

Reliability  of  the  Sample 

Part  I 

D 

Historical  Tables 

•  Life  Insurance 

•  General  Insurance 

•  Insurance  Agents  and  Brokers 

Part  II 

page  D.l 
page  D.l 
page  D.l 

APPENDIX  A 


FIRM  EMPLOYMENT  SIZE  CATEGORIES  USED  IN  THE  SURVEY  OF 


THE  INSURANCE  INDUSTRY 


APPENDIX  A 


FIRM  EMPLOYMENT  SIZE  CATEGORIES  USED  IN  THE  SURVEY  OF 
THE  INSURANCE  INDUSTRY 


Size  Categories 

Used  to  Stratify  the  Sample  Frame 


Size  Categories 
Used  to  Weight  and 
Report  Survey  Results 


Number  of  Employees 


Number  of  Employees 


50  -  99 

100  -  199 

200  -  499 
500  -  999 

1000  -  1499 
1500  -  2499 
2500  -  4999 


Small  50  -  199 


Medium  200  -  999 


Large  1,000  or  more 


5000  or  more 
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QUESTIONNAIRES 


AND 

RESPONSES  BY  QUESTION 


ONTARIO  TASK  FORCE  ON 
EMPLOYMENT  AND  NEW  TECHNOLOGY 
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Question 

Ques  t  ion 

Question 

Question 

Question 

Question 

Quest  ion 

Question 

Question 

Question 
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LIFE  INSURANCE 


Number  of  Firms  and  Unions  Responding  by  Question 


Firms  Question 


Firms 


1902-1983  5 

1983- 1984  5 

1984- 1983  5 

1985- 1990  5 

1990-1995  5 


o 

O 


G 


4  a  ,  b  .  c 


6 


5  a ,  b .  c  6 

6  a ,  b  4 


7  a 


4 


b 


4 

4 


9  a 

b 
c 


6 

6 

6 


10  a , b , c , d , e  5 


11  a  ,  b ,  c  , 
d 
e 
f 


5 


:> 


5 


o 


Question  12 


Question  13 


Question  14 


a  ,  b ,  c  ,  d  ,  e  5 


* 


a  6 

b  0 


c 

d 


6 

0 


Question  15  a 
b 
c 
d 
e 
f 
g 

Question  16  a 

b 

Question  17  a 

b 
c 
d 
e 
f 

Question  18  a 

b 
c 
d 
e 
f 


0 

0 

* 

0 


0 

0 

0 


o 

6 


o 

5 

5 

5 

4 


6 

6 

2 

6 

1 

3 


Data  not  used  and  therefore,  number  of  responses  not  reported. 
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GENERAL  INSURANCE 


Number  of  Firms  and  Unions  Responding  by  Question 


Question 

Firms 

Question 

Firms 

Question  1 

1982-1983 

8 

Question  12 

a  ,  b  ,  c  ,  d  ,  e 

9 

1983-1984 

8 

1984-1985 

8 

1985-1990 

8 

Question  13 

* 

1990-1995 

8 

Question  2 

* 

Question  14 

a 

8 

b 

0 

c 

3 

Question  3 

a  ,  b  .  c 

8 

d 

2 

Question  4 

a  ,  b  ,  c 

3 

Question  15 

a 

0 

b 

0 

c 

* 

Question  5 

a  ,  b  ,  c 

8 

d 

0 

e 

0 

f 

0 

Question  6 

a ,  b 

8 

p 

c? 

0 

Question  7 

a 

7 

Question  16 

a 

8 

b 

7 

b 

7 

Question  8 

a 

6 

Question  17 

a 

8 

b 

7 

b 

8 

c 

8 

d 

8 

Question  9 

a 

8 

e 

8 

b 

8 

f 

7 

c 

8 

Question  18 

a 

8 

Question  10 

a  ,  b  ,  c  ,  d  ,  e 

9 

b 

8 

c 

6 

Question  11 

a  ,  b ,  c  t 

7 

d 

8 

d 

9 

e 

5 

e 

9 

f 

5 

f 

9 

*  Data  not  used  and  therefore,  number  of  responses  not  reported. 
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INSURANCE  BROKERS  AND  AGENTS 
Number  of  Firms  and  Unions  Responding  by  Question 


Question 

Firms 

Question 

Firms 

Question  1 

1982-1983 

8 

Question  12 

a  ,  b ,  c  ,  d ,  e 

8 

1983-1984 

8 

1984-1985 

8 

1985-1990 

8 

Question  13 

* 

1990-1995 

8 

Question  2 

* 

Question  14 

a 

8 

b 

1 

c 

7 

Question  3 

a  ,  b  ,  c 

8 

d 

0 

Question  4 

a  ,  b  ,  c 

3 

Question  15 

a 

0 

b 

0 

c 

* 

Question  5 

a ,  b ,  c 

8 

d 

0 

e 

0 

f 

0 

Question  6 

a ,  b 

8 

g 

0 

Question  7 

a 

6 

Question  16 

a 

6 

b 

4 

b 

4 

Question  8 

a 

8 

Question  17 

a 

8 

b 

5 

b 

8 

c 

8 

d 

8 

Question  9 

a 

8 

e 

8 

b 

8 

f 

8 

c 

8 

Question  18 

a 

8 

Question  10 

a ,  b ,  c  ,  d ,  e 

8 

b 

8 

c 

5 

Question  11 

a ,  b ,  c  * 

8 

d 

7 

d 

8 

e 

4 

e 

8 

f 

4 

f 

7 

*  Data  not  used 

and  therefore, 

number  of 

responses  not 

reported . 
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SAMPLE  RELIABILITY 


The  sample  reliability  is  summarized  with  other  sample  and  population 
characteristics  in  "Table  1".  The  sample  was  selected  as  a  three 
stage  stratified  random  sample.  The  purpose  of  this  stratification 
was  to  reduce  the  error  variance  in  the  measurement  of  organization 
size  by  increasing  the  homogeneity  of  each  group  of  organizations 
within  each  strata. 


The  first  stage  consisted  in  creating  two  industry  sectors  (i.e. 
manufacturing  and  services).  The  second  stage  involved  dividing  up 
each  industry  sector  into  nine  and  fourteen  industrial  sub-classes 
respectively  and  according  to  Standard  Industrial  Classification 
codes  (see  Table  1).  The  third  stage  was  to  further  stratify  each 
SIC  into  three  more  homogeneous  size  groups: 


Manufacturing  Sector 
Small  20-  99  employees 
Medium  100-499  employees 
Large  500+  employees 


Service  Sector 
20-199  employees 
200-999  employees 
1,000+  employees 


Exceptions  to  these  three  size  groupings  are  as  follows: 


ORGANIZATION 

SECTOR  SIZE  EXCLUSION 

Manufacturing  Sector 


291 

Iron  &  Steel  Mills 

less 

than 

500 

321 

Aircraft  &  Aircraft  Parts 

less 

than 

50 

Service  Sector 

701 

Banks  and  Trusts 

less 

than 

50 

721 

General  and  Life  Insurance 

less 

than 

50 

735 

Insurance  Brokers 

less 

than 

50 

909 

Federal  Government 

less 

than 

500 

931 

Provincial  Government 

less 

than 

200 

951 

Local  Government 

less 

than 

500 
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Overall,  the  sample  yields  a  relatively  high  reliability  level  in 
reflecting  the  employment  level  of  those  sectors  surveyed.  For 
instance,  the  sample  for  Life  Insurance  yields  a  minimum  confidence 
level  of  about  95  percent  with  an  associated  allowable  error  of  5 
percent.  That  is,  we  would  expect  that  the  estimated  employment 
level  for  the  sector  has  a  95  percent  chance  of  being  within  5 
percent  of  the  actual  employment  level  found  in  the  frame.  Or  stated 
alternatively,  if  100  independent  random  samples  were  drawn,  in  95  of 
these  samples  we  would  expect  to  have  an  estimated  employment  level 
within  +  5  percent  of  the  actual  employment  level  found  in  the  sample 
frame. 

The  sample  for  General  Insurance  yields  a  minimum  confidence  level  of 
about  95  percent  with  an  associated  allowable  error  of  9  percent. 

That  is,  we  would  expect  that  the  estimated  employment  level  for  the 
sector  has  a  95  percent  chance  of  being  within  +  9  percent  of  the 
actual  employment  level  found  in  the  frame.  Or  stated  alternatively, 
if  100  independent  random  samples  were  drawn,  in  95  of  these  samples 
we  would  expect  to  have  an  estimated  employment  level  within  +  9 
percent  of  the  actual  employment  level  found  in  the  sample  frame. 

The  sample  for  Insurance  Brokers  yields  a  minimum  confidence  level  of 
about  90  percent  with  an  associated  allowable  error  of  11  percent. 
That  is,  we  would  expect  that  the  estimated  employment  level  for  the 
sector  has  a  90  percent  chance  of  being  within  +  11  percent  of  the 
actual  employment  level  found  in  the  frame.  Or  stated  alternatively, 
if  100  independent  random  samples  were  drawn,  in  90  of  these  samples 
we  would  expect  to  have  an  estimated  employment  level  within  +11 
percent  of  the  actual  employment  level  found  in  the  sample  frame. 


TABLE  1:  SUMMARY  -  SELECTED  SERVICE  INDUSTRIES 
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LIST  OF  MAJOR  LIFE 

INSURANCE  COMPANIES  IN  ONTARIO 

SHARE 

OF 

MARKET* 

IN 

1981 

NAME 

ONTARIO 

CANADA 

Mutual  Life  Assurance  of  Canada 

9.8 

8.9 

Sun  Life  of  Canada 

9.1 

9.5 

Manufacturers  Life  of  Canada 

8.6 

7.4 

Canada  Life  Assurance 

8.4 

6.3 

London  Life 

8.0 

6.0 

Great  West  Life 

5.7 

6.6 

Confederation  Life 

5.0 

4.8 

Standard  Life  Assurance 

4.8 

3.6 

Metropolitan  Life 

3.7 

3.8 

North  American  Life  Assurance 

3.5 

2.8 

Prudential  of  England 

3.0 

2.5 

Combined  market  share 

69.6 

62.2 

*  Share  of  total  direct  premium  income. 

SOURCE:  Annual  Report  of  the  Superintendent  of  Insurance  of  Ontario,  1982. 
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TABLE  D.3 

EXAM>LE80F  INSTITUTIONAL  NETWORKING  IN  CANADA 


AFFILIATIONS 


INSTITUTIONS 


Banks  4  Trust  Credit  Life  Investment 


Savings  Banks 

Companies  Unions 

Companies 

Counsel 

Other 

Canadian  Pioneer  Management 
Ltd. 

Pioneer 

Trust 

Pioneer 

Life 

Pioneer 

Securities 

Crownx 

Coronet  Trust 

North  Canadian 

Trust 

Crown  Life 

Private  Ledger 
Financial 
Services  (U.S.) 
Beutel  Goodman 

4  Co.  Ltd. 

Eaton-B«y  Financial 

Services 

Eaton-Bay 

Trust 

Eaton-Bay 

Life 

E-L  Financial  Corporation 

National 

Victoria  & 

Grey  Trust 

Empire  Life 

Premier  Trust 

Dominion  of 
Canada 

General 

Groupe  Pret  4  Revenue 

Fiducle  Pret 

4  Revenue 

AEterna 

Life 

Laurentlan  Group 

Montreal  City  4 
District  Savings 
Bank 

Credit 

Fonder 

Imperial 

Life 

Geoffrlon  4 

Led  ere 

Manufacturers  Life 

Dominion 

Life 

Morgan  Bancorp 

Morgan  Trust 

Westbury  Life 

Power  Financial 

Corporation 

Montreal 

Trust 

Great-West 

Life 

Principal  Group  Ltd. 

Principal 

Trust 

Principal 

Life 

Principal 

Securities 

Traders  Group 

Guaranty 

Trust 

Canadian 
General  Life 

Trllon  Financial 

Corporation 

Royal  Trust 

London  Life 

Fireman's 

Fund 

Insurance 
Co.  of 
Canada 

SOURCE:  Canadian  Life  and  Health  Insurance  Association,  Updated  by  Economics  Practice 
of  Currie,  Coopers  4  Lybrand. 
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OCCUPATIONAL  INDICATORS:  INSURANCE  CARRIERS 
RANKING  BY  RELATIVE  STRENGTH 


AVERAGE  ANNUAL 
NUMBER  OF  RATE  OF  CHANGE 

EMPLOYEES  PERCENT 

1981  1971  -  1981 


I  TOTAL  INDUSTRY 


46,135 


3.2 


II  TWO  DIGIT  LEVEL 


CLERICAL  AND  RELATED 

21,525 

2.0 

SALES 

13,840 

2.7 

MANAGERIAL,  ADMINISTRATIVE  AND 
RELATED 

5,575 

9.2 

NATURAL  SCIENCES,  ENGINEERING  AND 
MATHEMATICS 

2,995 

10.3 

FOUR  DIGIT  LEVEL 

CLERICAL  AND  RELATED 

Supervisors,  Other  Clerical  and 
Related,  n.e.c. 

605 

(5.8) 

Typists  and  Clerk-Typists 

2,155 

(1.9) 

General  Office  Clerks 

1,580 

1.5 

Secretaries  and  Stenographers 

3,545 

2.2 

Library  and  File  Clerks 

1,120 

2.3 

Insurance,  Banks  and  Other  Finance 
Cl erks 

3,165 

3.3 

Bookkeepers  and  Accounting  Clerks 

2,600 

4.1 

Electronic  Data-Processing 

Equipment  Operators 

1,970 

7.0 

TOTAL 

21,525 

2.0 

SALES 

Supervisors:  Sales,  Services 

1,800 

(0.8) 

Insurance  Salesmen  and  Agents 

11,770 

3.9 

TOTAL 

13,840 

2.7 

TABLE  D .8  (cont'd) 
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OCCUPATIONAL  INDICATORS:  INSURANCE  CARRIERS 
RANKING  BY  RELATIVE  STRENGTH 


NUMBER  OF 
EMPLOYEES 
1981 


AVERAGE  ANNUAL 
RATE  OF  CHANGE 
PERCENT 
1971  -  1981 


MANAGERIAL,  ADMINISTRATIVE  AND 
RELATED 

Accountants,  Auditors  and  Other 
Financial  Officers  1,240  7.8 

Financial  Management  1,265  16.9 

TOTAL  5,575  9.2 

NATURAL  SCIENCES,  ENGINEERING  AND 
MATHEMATICS 

Systems  Analysts,  Computer 

Programmers  and  Related  2,220  10.6 

TOTAL  2,995  10.3 


()  Indicates  decline. 

NOTE:  Details  do  not  add  to  totals  as  all  occupations  are  not  included. 
SOURCE:  Census  data,  Ontario  Ministry  of  Labour. 
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TABLE  D.ll 


MAJOR*  GENERAL 

INSURANCE  COMPANIES  IN  ONTARIO, 

1981 

AUTOMOBILE 

PROPERTY 

ACCIDENT  & 

PREMIUMS 

PREMIUMS 

SICKNESS 

All  state 

66,756 

$  MILLION 

26,683 

Conmercial  Union 

63,008 

35,956 

5,884 

Cooperators  Insurance 

151,767 

25,698 

1,179 

Fireman's  Fund 

50,593 

21,001 

- 

Royal  Insurance 

118,133 

56,375 

563 

State  Farm  Mutual 

87,961 

22,119 

2 

Zurich  Insurance  Company 

56  ,533 

27,109 

6,448 

Sub-Total 

594,751 

214,941 

14,076 

Total  for  Ontario 

1,508,216 

928,059 

940,429 

Seven  Companies'  Share 

39.4% 

23.2% 

1.5% 

of  Total 

*  Companies  writing  more 

than  $  50  million 

premiums  in  automobile  insurance 

in  1981. 

SOURCE:  Annual  Report  of 

the  Superintendent 

of  Insurance 

for  Ontario,  1982. 
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TABLE  D .12 

INCOME  OF  THE  GENERAL  INSURANCE  INDUSTRY,  CANADA 
(FEDERALLY  REGISTERED  COMPANIES  ONLY) 


Underwri ting 

Investment 

Combined 

Income* 

I ncome 

Income 

-  $  Million  - 

1973 

-138,683 

189,804 

51,121 

1974 

-266,759 

229,715 

-37,044 

1975 

-127,635 

262,274 

134,638 

1976 

-  39,044 

340,012 

300,968 

1977 

43,042 

412,916 

455,957 

1978 

44,353 

528,382 

572,735 

1979 

-173,478 

630,691 

457,213 

1980 

-503,416 

728,901 

225,485 

1981 

-871,722 

878,403 

6,681 

1982 

-532,500 

995,100 

462,600 

*  Underwriting 

income  is  premiums  written  less 

claims  paid  and 

underwriting 

expenses.  A 

minus  sign  indicates  a  loss. 

SOURCE:  Facts  of  the  General  Insurance  Industry  in  Canada,  11th  edition,  p.  23 
Based  on  Reports  of  the  Superintendent  of  Insurance  for  Canada. 
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TABLE  D .13 


INDUSTRY  INDICATORS:  GENERAL  INSURANCE  IN  ONTARIO 


AGGREGATE  OUTPUT 

Direct  Premiums  for 
Property  &  Casualty 

1971 

1972 

1973 

1974 

1975 

1976  1977  1978 

($  MILLION  CURRENT) 

1979 

1980 

1981  1982 

Insurance 

Direct  Premiums  for 
Accident  and  Health 

756 

856 

966 

1,115 

1,397 

1,712 

1,997  2,092 

2,158 

2,378 

2,778 

Insurance 

187 

223 

261 

315 

343 

443 

485  577 

676 

811 

940 

TOTAL 

EMPLOYMENT 

943 

1,079 

1,227 

1,430 

1,741 

2,155 

2,482  2,669 

(NUMBER) 

2,834 

3,189 

3,718 

Company  Employees* 

AGGREGATE  OUTPUT 

Direct  Premiums  for 
Property  and  Casualty 

NA 

NA 

NA 

NA 

NA 

16,300  18,500  19,000 

(PERCENT  CHANGE) 

19,500 

20,475 

20,510  20,000 

Insurance 

Direct  Premiums  for 
Accident  and  Health 

13.2 

12.9 

15.4 

25.3 

22.5 

16.6  4.8 

3.2 

10.2 

16.8 

Insurance 

19.3 

17.0 

20.7 

8.9 

29.2 

9.5  19.0 

17.2 

20.0 

15.9 

TOTAL 

14.4 

13.7 

16.5 

21.7 

23.8 

15.2  7.5 

6.2 

12.5 

16.6 

EMPLOYMENT 

Company  Employees  13.5  2.7  2.6  5.0  1.7  (2.5) 

NA:  Not  available. 

(  )  Indicates  decline. 

*  Excludes  adjusters,  brokers  and  others  operating  from  independent  offices. 

NOTE:  Details  may  not  add  to  totals  due  to  rounding. 


SOURCE:  Annual  Reports  of  the  Superintendent  of  Insurance  for  Ontario  and  Insurance  Bureau  of  Canada,  Facts  of  the 
General  Insurance  Industry  in  Canada. 


APPENDIX  D 
Page  16 


TABLE  D .14 

CANADA'S  LEADING  PROPERTY/CASUALTY  INSURANCE  BROKERS 
(RANKED  ACCORDING  TO  1981  REVENUES*) 


Estimated 

1981 

Revenues 
($  Million) 

Ownership 

(Percent  Canadian) 

Location 
of  Business 

Head 

Office 

Reed  Stenhouse** 

84 

48 

National 

Toronto 

Marsh  &  McLennan 

43 

0 

National 

Toronto 

Dale  &  Co  -  Sodarcan 

37 

100 

National 

Toronto- 

Montreal 

Tomenson  Saunders  - 
Whitehead 

33 

75 

National 

Toronto 

Johnson  &  Higgins  - 
Willis  Faber 

23 

0 

National 

except 

Newfoundland 

Toronto 

Sedgwick  Alexander** 

11 

0 

Quebec, 

Ontario  & 

West 

Toronto 

Morris  &  Mackenzie 

6 

100 

Quebec, 
Ontario  & 

West 

Toronto 

Richards  Mel  ling 

6 

54 

Quebec, 

Ontario  & 

West 

Montreal 

Thompson  Osen  &  Sherban 

5 

100 

West 

Vancouvers 

Johnson's  Ltd. 

5 

100 

Quebec, 
Ontario  & 

East 

St.  John' 

Total  253 


*  Canadian  revenues  from  all  sources  except  employee  benefit  consulting. 

**  Reed  Stenhouse  and  Sedgwick  Alexander  will  be  merged  in  1985  as  a  result  of  the 
merger  of  Reed  Stenhouse  with  one  of  the  largest  brokers  in  the  United  States. 

SOURCE:  Frank  Dougan,  "How  and  Why  Canada  Cured  Its  Broker  Acquisition  Fever," 
Risk  Management,  March,  1983 
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TABLE  D .1 5 

EMPLOYMENT  BY  CANADIAN  INSURANCE  BROKERS  AND  AGENTS 


Number  in  1983 

Principals  (capable  of  running  an  office)  9,600 

Licensed  brokers  (capable  of  giving  insurance  advice)  9,600 

Other  Licensed  Staff*  8,300 

Non-Li  censed  Staff*  27  ,100 

Total  Employees  54,600** 

Number  of  offices  in  Canada  9,090 

*  The  distinction  between  licensed  and  unlicensed  staff  varies  according  to 
provincial  regulations.  Ontario  requires  registration  of  all  employees  who 
serve  the  public  so  it  has  a  higher  proportion  of  licensed  support  staff  than 
does  Canada. 

**  About  10  percent  of  these  employees  handle  insurance  other  than  property  and 
casual ty . 


SOURCE:  Canadian  Federation  of  Insurance  Agents  and  Brokers  Associations. 
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e  Number  for  1982  is  based  on  extrapolations  from  survey  data.  Earlier  years  were  based  on  rough  guesses.  Change  in  Ontario  law  made  registration  and  licensinq 
stricter  in  1982. 

f  Ontario  Department  of  Insurance  is  unable  to  account  for  volatile  movements  in  this  series.  Figures  are  for  the  fiscal  year. 

SOURCE:  Statistics  Canada,  Financial  Institutions,  Cat.  No.  61-006;  Insurance  Bureau  of  Canada,  Ontario  Department  of  Insurance  and  Federal  Department  of  Insurance. 
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TABLE  D .18 


OCCUPATIONAL  INDICATORS:  INSURANCE  AND  REAL  ESTATE  BROKERS  AND  AGENTS 

RANKING  BY  RELATIVE  STRENGTH 


AVERAGE  ANNUAL 

NUMBER  OF 

RATE  OF  CHANGE 

EMPLOYEES 

PERCENT 

1981 

1971  -  1981 

I 

TOTAL  INDUSTRY 

47,075 

4.4 

TOTAL  INDUSTRY,  EXCLUDING  REAL 

estate  Sales 

31,315 

3.2 

II 

TWO  DIGIT  LEVEL 

SALES  (EXCLUDING  REAL  ESTATE) 

11,620 

2.4 

CLERICAL  AND  RELATED 

13,715 

3.2 

NATURAL  SCIENCES,  ENGINEERING  AND 

MATHEMATICS 

MANAGERIAL,  ADMINISTRATIVE  AND 

470 

4.9 

RELATED 

3,585 

5.5 

III 

FOUR  DIGIT  LEVEL 

SALES  (EXCLUDING  REAL  ESTATE) 

Supervisors,  Sales,  Services 

3,155 

(1.5) 

Insurance  Salesmen  and  Agents 

8,060 

5.2 

TOTAL 

11,620 

2.4 

CLERICAL  AND  RELATED 

Typists  and  Cl erk-Typi sts 

1,540 

0.8 

Secretaries  and  Stenographers 

4,760 

3.8 

Bookkeepers  and  Accounting  Clerks  2,445 

6.5 

TOTAL 

13,715 

3.2 

0 

Indicates  decline. 

NOTE 

:  Details  do  not  add  to  totals  as 

all  occupations 

are  not  included. 

SOURCE:  Census  data,  Ontario  Ministry  of  Labour. 
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